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RAILROAD RETIREMENT AND RAILROAD UNEMPLOY- 
MENT INSURANCE LEGISLATION 


(Supplementary Testimony) 


MONDAY, AUGUST 4, 1958 


House or REPRESENTATIVES, 
Com™MITTEeE ON INTERSTATE AND Fore1GN COMMERCE, 
Washington, D. C. 

The committee met, pursuant to call, at 10 a. m., in room 1334 
New House Office Building, Hon. Oren Harris (chairman) presiding. 

Present : Representatives Harris, Williams, Mack, Roberts, Staggers, 
Rogers, Flynt, Macdonald, Rhodes, Jarman, Moss, Dingell, Wolver- 
ton, O'Hara, Hale, Bennett, Beamer, Springer, Bush, Schenck, Car- 
rigg, Derounian, Younger, and Alger. 

The Cuatrman. The committee will come to order. 

The Committee on Interstate and Foreign Commerce is meeting 
this morning to hear further testimony with regard to railroad retire- 
ment and unemployment insurance legislation. 

It will be recalled that the last hearings on the subject were held in 
March of 1957. 

On July 14, 1958, the president of the Association of American Rail- 
roads wrote to me as chairman of the committee and also sent copies 
of this letter to every member of this committee requesting that we 
hold additional hearings in order that the industry may present to 
the committee the economic situation of the railroads as it reflected on 
the pending legislation to increase retirement and unemployment 
insurance benefits and to impose additional taxes for the support of 
the retirement and unemployment insurance systems. 

After discussing this request with the committee, we decided that 
the request should be granted. We have allowed, therefore, 1 hour 
this morning for testimony from the railroads, and we have also 
allowed 1 hour for witnesses from the railroad brotherhoods, chief 
sponsors of the legislation. 

It is the intention of the committee that, after the presentation by 
the witnesses for the railroad industry and then the sponsors of the 
bill, should there be questions by members of the committee, we will 
endeavor to meet this afternoon for that purpose. 

The first witness this morning will be Mr. J. M. Symes, president of 
the Pennsylvania Railroad Co. 

Mr. Symes, will you come around ? 

Mr. Symes. Shall I proceed ? 

The CuarrmMan. You may proceed. 
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STATEMENT OF JAMES M. SYMES, PRESIDENT, THE PENNSYLVANIA 
RAILROAD CO. 


Mr. Symes. Mr. Chairman and gentlemen of the committee, my 
name is James M. Symes. I am president of the Pennsylvania Rail- 
road Co. I have had 42 years experience in the railroad business— 
mostly in the operating department. 

I want to thank this committee for the opportunity to appear before 
you today with regard to House bill 4355. 

During May of this year I testified before this committee’s Sub- 
committee on Transportation and Communication, with regard to the 
financial problems facing the railroad industry today, and some of 
the causes for those problems. 

Earlier this year, during January, I testified before the Surface 
Transportation Subcommittee of the Senate Committee on Interstate 
and Foreign Commerce as to “what is wrong with the railroads—and 
what can be done about it.” 

I stated then that my 42 years in the railroad industry covered 
World Wars I and IT; the depression period of the early twenties; 
followed by the boom years ending in 1929; then the depression years 
of the thirties and the World War II postwar period—and that, 
during all that time, and with many varying conditions that prevailed, 
I had never seen the outlook for the railroad industry so alarming. 
The 7 months that have elapsed, since I made that statement, have 
been even worse than my then pessimistic forecast. 

After submitting 18 recommendations, for consideration by the 
Senate committee, that would be helpful to the railroad industry, I 
made this statement: 

Finally, there must be a moratorium on legislation and regulatory orders 
which would in any way add to the burdens of cost and regulatory inequities 
now borne by the railroads. I have said enough to indicate that in my judgment 
the railroads of our country are already near the breaking point. Any additional 
“straw” might “break the camel’s back.” 

It is even more important now that this warning be heeded than 
it was last January. I will tell you why—using the Pennsylvania 
Railroad as an example. 

For the first half of this year our freight business is off 22 percent 
in volume, and our passenger business is off 20 percent, as compared 
with a year ago. Gross revenues have decreased 20 percent—and that 
decrease represents $100 million in revenue. 

Our deficit for the first 6 months of this year is over $25 million, as 
compared with a profit of over $12 million for the same period last 
year—more than $37 million worse off for just 6 months. 

Even last year’s profits of $19 million for the entire year was mighty 
low, considering the nearly $3 billion investment in the property. 
We have operated in the red every month, beginning with last Novem- 
ber—8 consecutive months—in the amount of approximately $28 
million. 

July will likewise be a bad month, as traffic volume is still 23 
percent behind a year ago, and in July, the first 30 days were 15 
percent behind June. 

It appears now that July will also be a deficit month—to the extent 
of $4 to $5 million. 
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We had anticipated that the second half of the year would be some- 
what better than the first half—to the extent of about 12 percent in 
volume. 

It now looks as though our estimate might very well be on the 
optimistic side because, as I say, July is running 23 percent behind 
a year ago. Even though our estimate is attained, I do not see how 
it will be. possible to av oid operating in the red for the year. This un- 
satisfactory showing is notwithstanding our having taken the fol- 
lowing action: 

We have discontinued practically all heavy maintenance work on 
the property, and a substantial amount of our light maintenance 
work. We have given heavy repairs to only 363 freight cars so far 
this year. 

We own 175,000-8,000 repaired would be a normal figure, meaning 
we have repaired less than 5 percent of what would normally have 
been done. The same is true with respect to locomotives and pas- 
senger equipment—they are being set aside awaiting repairs. 

The maintenance of fixed property is likewise being deferred on a 
large scale. Our new rail program is only 10 percent of normal— 
our tie program about one-third of normal. 

We estimate that we will add around $60 million in our deferred 
maintenance accounts this year. Capital expenditures have been 
trimmed to the absolute minimum, in order to conserve cash. 

Employment has been reduced by about 25,000 Soe last year— 
from approximately 102,000 employees to about 77,000 employees 
today. 

We shut down our big diesel shops at Altoona, during July, for 
vacations. It is now necessary to keep the shops shut down for an 
indefinite period. 

Eighteen percent of our freight-car ownership is set aside for re- 
pairs. It should not be more than 5 percent. To attain that 5 per- 
cent figure would cost us $5 million a month more than we have been 
spending, for each of the next 12 months—or a total of $60 million. 

Our employees received a 4-cent-per-hour increase in wages on May 
1, and we are confronted with an additional 8-cents-per-hour in- 
crease on November 1. These will add $26 million to our normal 
annual wage bill. If House bill 4353 is passed, it adds another $14 
million to our annual payroll costs. 

If $40 million additional is added to our annual wage cost, on top 
of our present unsatisfactory showing, it can mean only one thing— 
additional unemployment, with accompanying deferred maintenance. 

Because of our deficit "operation for 9 straight months, and the 
necessity for meeting maturing obligations, our working capital is 

rapidly becoming depleted. Going into 1946, we had over $98 million 
working cé :pital—suflicient to cover our payrolls for about 2144 months. 

At the end of 1957 we had a deficit of over $8 million. Obviously, 


there was no coverage of payrolls. By the end of May, the deficit had 
increased to over $40 million. It does present a serious situation. 
There is another important matter that should be considered, in 
connection with this bill. That is the deferred maintenance in rail- 
road equipment, and particularly freight cars, that is occurring 
throughout the industry, because of unsatisfactory earnings. 
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I would say that, if there would be a sudden upturn in business, 
occasioned by economic or defense demands, you would see the most 
serious freight- -car shortage that has ever and it could very 
well be a major deterrent to maximum industrial output. 

Instead of trying to get our equipment in shape for the upturn in 
traffic that is bound to come, financial necessities require taking just 
the opposite position—that is, setting aside equipment as it becomes 
due for repairs, dismantling equipment because of obsolescence, and 
inability to meet the shrinka ige in ownership by replacement. 

The seriousness of the situation is now recognized, to a greater 
extent than ever before, by the people, the press, and many legislators, 
They have been demanding that something be done. The passage of 
the Smathers-Harris bill, in both Houses, a few days ago, is evidence 
of such recognition. 

But actual relief afforded the railroads, by the passage of that legis- 
lation, will be helpful only for the long pull, as—except for the 
emergency loan provisions in the bill—it will not result in any im- 
mediate cash in the railroad till. 

So, it would seem to me that the railroad industry should not now 
be saddled with the added financial burdens that would result from 
the passage of H. R. 4353. 

It does not make very good logic for both Houses of Congress to 
study the railroad situation over a period of many months and find 
that legislative relief is necessary to strengthen the industry and, after 
having accomplished something along this line, turn right around 
a few days later and more than destroy what they have done, by the 
passage of legislation that would critically injure the very industry 
they recognize as needing help, at a time when it simply cannot take it. 

Neither do I believe that it would be sound judgment to increase 
pension and unemployment benefits, under the Railroad Retirement 
Act—which are already on a favorable comparative basis with social 
security—when the cost of it must be snoomagtidad through additional 
unemployment. 

The railroads have a tremendous backlog of employment, in de- 
ferred maintenance and deferred capital expenditures. The answer 
to our problem is not in laying off more people, thereby adding to 
deferred maintenance—it is in bringing them back to work, so that 
the deferred maintenance will be reduced. 

If we do not do this, and do it soon, in my opinion we are headed 
for a very serious transportation shortage in this country. 

I can only hope that, in your consideration of this bill, you will 
give full weight to the many dangerous factors that are involved 
therein, and particularly as to where the money is coming from to pay 
for it at this time. 

Thank you very much. 

The Cuairman. Thank you, Mr. Symes, for your statement. I 
assume it will be convenient for you to hold yourself available for 
questioning later on in the day ¢ 

Mr. Symes. I will be very glad to do so, sir. 

The Cuamrman. The next witness will be Mr. Russell L. Dearmont, 
president of the Missouri Pacific Railroad Co. 
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STATEMENT OF RUSSELL L. DEARMONT, PRESIDENT, MISSOURI 
PACIFIC RAILROAD CO. 


Mr. Drarmont. Mr. Chairman, and gentlemen of the committee, 
I appreciate this opportunity to appear before you and testify very 
beielly on the subject before you, House bill No. 4353. 

I have prepared a rather brief written statement which covers a 

ood deal of the ground covered in the testimony of Mr. Symes and, 
if it is agreeable to you, Mr. Chairman, and members of the c committee, 
I will be glad to simply file this statement and make a brief oral 
statement in which I will emphasize the things that I think perhaps 
need most to be emphasized. 

The Cuatrman. Whichever you prefer. The entire statement will 
be included in the record. 

Mr. Dearmont. That is fine. 

I think I need not labor the fact that we have been before you on 
important matters before this session, that the members of the rail- 
road industry appreciate deeply the fact that this committee and 
the Congress generally have given much time to the consideration 
of the serious railroad problem that we face these days. 

As I think I have said before, and I am sure as other witnesses 
have said, the basic difficulty with the railroads today is the fact that 
they are not able to compete with other forms of transportation on 
anything like the same terms. 

I will not go into detail about the 100 percent regulation which we 
face. Such regulation is not faced by at least the majority of our 
competitors. ‘The bill under consideration would further increase 
our burden as compared to that of our competitors. 

Our competitors, as you readily understand, are under social se- 
curity. We have railroad retirement in its place. <A railroad has to 
pay almost three times as much per employee as a trucking concern, 
for example, which has the same number of employees and pays the 
same wages. 

So, we start out there again with a serious competitive difference, 
that makes it difficult for us to keep our heads above water. 

Now, I realize that when you get into this subject, the question of 
fringe benefits will be raised. But I want to point out, that even 
where there is a difference in total fringe benefits under wage con- 
tracts, we are here talking about the Congress of the United States, 
by law, providing one set of benefits for employees generally and a 
substantially larger set of benefits for railroad workers. 

I am concerned particularly now because this is a serious year for 
business. I am going to talk to you, if I may, just very briefly about 
my own railroad, the Missouri Pacific Railroad. 

‘We probably entered this period of serious economic distress in the 
country, about as well off as other railroads, better off than many of 
them. This is because we were in bankruptcy for many years and, as 
a result, were able to improve our railroad plant and equipment. 
But with business in a serious decline we are being forced to reduce 
our maintenance. 


81986—58——-2 
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Today we have more bad-order cars on our railroad than we have 
ever had. About 714 to 8 percent of our cars are now in bad order. 

We have had to neglect that maintenance because our income has 
been low. 

What is our income for the first 6 months of this year ? 

Well, we ended up with $89,000 less than enough to pay all charges. 
That includes our fixed interest, our contingent interest and fund 
requirements. 

July is worse than June. We are going further in the hole and will 
be in the red as far as the charges that we have to meet. 

So I am faced with the problem, if this law is passed, and the 
increase is put upon my railroad, as to how to meet the situation. 

In other words, I have no net earnings at all, after 6 months of 
operation, with which to meet this proposed increased cost and I do 
not see a silver lining to the clouds during the rest of this year. 

July has shown even poorer results than previous months. That is 
not a good basis for hope the rest of the year will pull us out. And 
so I will be happy if at the end of the 12 months of 1958 I have been 
able to meet our interest charges and mandatory fund requirements, 
without any increased cost, such as would result from this bill. 

Now this bill if passed would increase my railroad’s payments into 
the retirement and unemployment insurance funds by $4,355,000. 

I have no net earnings and I have no accumulation of reserve cash 
out of which to meet such increased costs. I also face the certainty 
than on November 1 of this year there will be an increase of 7 cents an 
hour toouremployees. That is by contract. 

This is another $4,250,000 that I did not have to meet last year. The 
total of the 2 is something more than $814 million. 

Where am I going to get it ? 

In my opinion, if this bill is passed, I must reduce service, and this 
means lay off a substantial number of men. The fact is it is going 
to take a layoff of from 1,200 to 1,400 men on my railroad to meet the 
increased pay and the increased charges under the proposed bill. 

That is the reason I know it is not in the interest of my railroad. 
I do not believe it is in the interest of the general economy, and, per- 
sonally, I do not believe it is in the interest of the people who make 
up the Missouri Pacific, the people who operate that railroad, our 
employees, to have this action taken now. 

You can say it will increase benefits for some, but it throws twelve 
to fourteen hundred good men and women working on my railroad 
absolutely out of employment. That is a serious thing to face; and 
if you think an executive can face that kind of thing without loss of 
sleep, then you do not give us credit for being human beings. 

So I am faced with that situation. I know that my railroad, and 
I believe that is the situation with more than half of the railroads, 
two-thirds of the railroads, I believe, of this country today, we are in 
a position where we cannot absorb this increased cost without letting 
our maintenance deteriorate and our employment slump and our com- 
petitive position grow worse. 

Remember this: In this competitive situation we have passed the 
time when all we have to do, when our costs are raised arbitrarily or 
otherwise, is to raise rates. 
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The law of diminishing returns is operating there. We know that 
we just cannot have a big across-the-board increase in rates to take 
care of such heavy increases in our cost. 

I am deeply appreciative of the consideration you have given to the 
railroads. I appreciate very much the fact that you have come here 
and called a special meeting to hear us briefly on this matter. I would 
not be here today if I did not believe that it was bad for the country, 
desperately serious for the railroad companies, and very serious for 
many of our employees. 

So I hope that any action to increase these costs will not be under- 
taken by the Congress at its current session. 

I thank you. 

The Cuarrman. Thank you very much, Mr. Dearmont, and I am 
sure you will be available later on in the day for the possible questions. 

Mr. Dearmont. Yes; I will be around. 

(The complete statement of Mr. Dearmont follows :) 


STATEMENT OF RUSSELL L. DEARMONT, PRESIDENT, MIssouRI PactiFic RaAILroaD Co., 
IN OPPOSITION TO H. R. 4353 


I appreciate the privilege of appearing before you today in connection with 
a matter which is vital to the Missouri Tacific Railroad Co., to the railroad 
industry, and in my opinion, to our employees. I refer to the subject matter 
of H. R. 4853 and its counterpart, S. 1313. If enacted into law, it would in my 
opinion more than offset, for the foreseeable future, all possible benefits of the 
recent legislation designed to aid the railroads and to permit them more nearly 
to compete on equal terms with other modes of transportation. 

It is apparent that the attention which the Members of Congress have given 
to the railroad problem in the current session has been due to recognition of 
the fact that successful operation of the railroad industry was in jeopardy unless 
it was given some relief from antiquated, unrealistic regulations and restric- 
tions which prevent it from having anything like equal competitive opportunity 
with other agencies of transportation. For this consideration and the legis- 
lative action which has already been taken we are deeply grateful, but it should 
be quite apparent to all that the total problem is far from solved. 

At the time that the so-called Smathers-Harris bill was pending before the 
Senate and House committees, it was my privilege to appear as one of the rail 
witnesses in support thereof. Among the principal aspects of the deteriorating 
railroad situation, to which I particularly devoted my attention, was the grossly 
unfair degree of regulation imposed upon the railroads, on the one hand, and 
upon competing modes of transportation, con the other hand. I stated then, 
and I reassert at this time, my belief that one of the primary factors responsible 
for the railroads’ current unsatisfactory state is the clearly inequitable regula- 
tory burden under which the railroads must operate. The totally regulated 
railroad industry can no longer compete with ever-growing truck and barge 
transportation agencies when the great bulk of those competing agencies are 
subject to little or no regulation. Insofar as the instant bill (H. R. 4353) is 
concerned, we face a very closely related situation. 

As you know, the major competitors of the railroads—the trucks, the barge 
lines, and the airlines—are not subject to the Railroad Retirement Act. The 
burdens imposed upon those competitors are merely those borne by industry 
generally under the Social Security Act and State unemployment compensa- 
tion acts. Thus even today the handicap upon the railroads greatly impedes 
their efforts to keep pace in the never-ending competitive struggle. The added 
handicaps of the now-proposed bill, including as it does provisions for greatly 
increased rail contributions, can only further weigh the odds in favor of our 
competitors. 

Specifically, the Missouri Pacific, like railroads generally, pays at present a 
retirement tax of 6%4 percent on the first $350 per month of each employee’s 
salary. The rail competitors, however, like all industry covered by social 
security, pay only 214 percent on the first $350 of monthly earnings. H. R. 4353 
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would raise the already disproportionate rail contribution to 7% percent in 
1959 and up to 9 percent by 1975. Further, it would make these increased per- 
centages applicable to the first $400 of monthly earnings rather than to the 
first $350, as is now the case. Using as an example a Missouri Pacific employee 
earning $400 per month, the railroad now pays $262.50 per year toward railroad 
retirement. Our competitors pay only $94.56 to social security for an employee 
with a comparable monthly income. 

Last year the Missouri Pacific Railroad Co. paid $7,330,663 into the railroad 
retirement fund. A hypothetical truckline competitor with the same number 
of employees receiving comparable rates of pay would have paid only approxi- 
mately $2,600,000 into social security. Similarly the Missouri Pacific last year 
contributed $2,343,695 into the unemployment insurance fund. Based on 
average experience in the various States,’ our hypothetical truckline competitor 
would have contributed only slightly over $1 million. Combining the 2 figures, 
the Missouri Pacific last year paid $9,674,358 for railroad retirement and unem- 
ployment benefits, whereas a Competing motor carrier with comparable payroll 
would have been required to contribute less than $4 million for similar purposes. 

Obviously, the handicap in favor of competing modes of carriage is already 
substantial. It is readily apparent that H. R. 4853 would greatly increase this 
handicap. For example, instead of contributing $262.50 per year toward the 
retirement fund for each employee earning $400 per month, the Missouri Pacific, 
and other railroads, would be required to initially contribute $360 per year with 
still greater amounts being in the offing for future years. Similarly, the present 
rate of 24% percent on the first $350 of monthly earnings, for unemployment tax, 
would rise under the bill to a maximum of 4 percent on each $400 of monthly 
earnings. 

Even in the event social-security contributions are raised from 24%, to 2% 
percent as contemplated by the recently passed House bill, the disparity in favor 
of competing modes of transportation would continue to assert its harmful effects 
in only slightly lesser degree. There can be no doubt that H. R. 4853 would run 
contrary to the erying need for more nearly equitable burdens, regulatory and 
otherwise, as between railroads and their competitors. 

If the benefits available to the railroad employee were substantially less 
attractive than those applying to persons engaged in other fields of employment, 
there might be some logical support for efforts to obtain improvement. However, 
such is clearly not the case. Under existing law, the railroad employee is already 
favored in all respects by greater benefits than those afforded to his counterpart 
outside the railroad industry. For example, the maximum retirement annuity 
available to the railroad employee is approximately $185.45. The bill under 
discussion would raise this figure to $204.05. A comparable employee in other 
industry, covered by social security, is subject to the appreciably lower maximum 
of $108.50. In the case of unemployment and sickness benefits, the amounts pres- 
ently nvailable to railroad employees range from 122 to 675 percent greater than 
comparable sums available under State laws to nonrailroad employees. Again, 
H. R. 4353 would propose to materially raise the amount available to the railroad 
employee. Likewise, the period for which such benefits would be paid would also 
be increased under the provisions of the bill in question. 

It must be evident to anyone who observes the current situation that the rail- 
roads generally are already engaged in a desperate effort to keep their heads 
above water. This being the case, it is difficult to understand or to accept any 
proposal having the effect of throwing them an anchor. In order to illustrate 
the present plight of the railroads generally, and the Missouri Pacific in par- 
ticular, and in order to demonstrate the significance of the already heavy railroad 
retirement contributions, I should like to call attention to certain other revealing 
data. 

As I have stated, railroad retirement and unemployment compensation taxes 
paid by Missouri Pacific Railroad Co. in the year 1957 totaled $9,674,358. 
After Federal income taxes this represented a charge against income of $4,663,692. 

The proposed increases in the rate of railroad retirement from 6.25 percent to 
7.5 percent, and unemployment taxes from 2.5 percent to the 4 percent possible 
maximum, on earnings of $400 per month per employee instead of $350 per 
month, would increase the cost of taxes by $4,355,000 annually. For the first 
6 months of 1958, we had a deficit of $89,326 after mandatory appropriations. 
If this proposed law had been in effect, this deficit would have been $1,129,726. 
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‘On a nationwide basis the State systems average a rate of 1.6 percent and only on the 
first $250 per month. 
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The committee should also be advised that our stated deficit for the first 6 months 
of this year was after substantial deferment of maintenance and reduction in 
other operating expenses. 

As indicated, on the Missouri Pacific it is estimated that the annual increase 
in payroll taxes, based on current level of employment, which would result from 
passage of H. R. 4353 would amount to approximately $4,355,000. Surely this 
is a not inconsiderable figure even when standing alone. It becomes even more 
meaningful when considered in the light of the current defitit nature of our 
operations. Obviously, the bill in question gives cause for most serious concern 
on the part of our railroad. However, foreboding as it is, the comparison for the 
Missouri Pacific is less drastic than in the case of many other railroads. As you 
know, many of the Nation’s major rail lines have operated at deficits of many 
millions of dollars during the year 1958. Under such circumstances, it should 
be obvious that the railroads are in no position to absorb burdens of the type 
here in question. 

The Missouri Pacific, like railroads generally, is already faced with the pros- 
pect of sizable wage increases effective November 1, 1958. These increases, 
which are required by the provisions of already executed agreements, amount to 
7 cents per hour plus possible additional adjustments related to changes in the 
cost-of-living index. Insofar as the Missouri Pacific Railroad is concerned, it 
is estimated that the 7-cents-per-hour increase to become effective on November 
1 of this year will cost us approximately $4,250,000 a year. Additionally, a 
continued rise in the cost-of-living index would result in still further wage in- 
creases. Specifically, each 0.5-point rise in the index brings into play a 1-cent- 
per-hour general wage increase. Such 1-cent-per-hour increase on the Missouri 
Pacific reflects itself in an additional annual wage cost of approximately 
$615,000. 

On an annual basis, the 7-cent-per-hour increase, plus $167,000 in added rail- 
road retirement and unemployment compensation taxes applicable thereto, plus 
an estimated increase of $4,335,000 by reason of the now-proposed additional 
payroll taxes, would result in a total $8,752,000 increase for the Missouri Pacific 
Railroad Co. This added cost would, of course, have to be compensated for by 
additional reductions in expenditures. How can it be offset? Primarily by re- 
duction in employment. 

In conclusion, we submit that the proposed bill should not be enacted. 


The Cnarrman. Mr. G. P. Brock, president of the Gulf, Mobile & 
Ohio Railroad. 


STATEMENT OF GLEN P. BROCK, PRESIDENT, GULF, MOBILE & OHIO 
RAILROAD CO. 


Mr. Brock. Thank you, Mr. Chairman, for this opportunity. 

My name is Glen P. Brock. I am president of the Gulf, Mobile 
& Ohio Railroad Co., having been associated with the company and 
its predecessors for the past 35 years. , 

I live at Mobile, Ala., which is the location of the home office of 
our company. 

The Gulf, Mobile & Ohio Railroad comprises 2,757 miles of main 
track and its operations extend from the Gulf of Mexico to the Great 
Lakes and west to Kansas City. It is a relatively new railroad sys- 
tem, the last step in its organization having been taken in 1947 when 
the properties and lines of railroad of the Alton Railroad Co. were 
absorbed. 

H. R. 4353 aims a mortal blow against the ability of this new system 
to survive and to maintain its place in the family of railroads. 
Formed of the combination of former bankrupt and receivership 
properties, you might say that our road was born in adversity. We 
have — known prosperity. Ours has been a constant struggle for 
survival, 
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Earlier this year I testified before your Subcommitte on Trans- 
portation and Communication, as well as the Senate Subcommittee on 
Surface Transportation on what has been generally referred to as the 
“deteriorating railroad situation.” 

I will not repeat there the steps which I recounted of what we have 
done and are doing to improve our operations, strengthen our prop- 
erties, and in general to better carry out our function as a transpor- 
tation agency. 

The situation which brought about the hearings to which I have 
referred has worsened. For the first 6 months of 1958 our net in- 
come was only $326,000, of which $30,000 was earned in the month 
of June. 

Business in July is below the daily level of business in June. Con- 
trasted with this, our net income for the first 6 months of 1957 was 
$1,376,000, a figure which of itself was representative of a general 
situation sufficiently serious as to occasion alarm and ultimate in- 
vestigation by the Congress. 

Sharply declining revenues have had the following effect on our 
more important annual programs: 

In 1968 we will lay one-tenth of the new rail on our property that 
we would otherwise lay if our earnings permitted. 

We are putting in two-thirds of the number of track replacement 
ties this year that we would put in if it were not for these conditions. 

We have found it necessary to close most of our heavy car repair 
shops. 

In June and July we made no heavy repairs to our fleet of diesel 
locomotives, whereas ordinarily we would give heavy repairs to 4 
such locomotives every 30 days. 

For the present, at least, we have completely discontinued our 
roadway bank restoration program. 

We have curtailed in every manner and form the expenditures 
that we can get along temporarily without and still operate a safe 
railroad. 

H. R. 4353 will cost the Gulf, Mobile & Ohio Railroad an estimated 
$1,163,000 per year or approximately $100,000 per month. The full 
impact of H. R. 4353 cannot be realized without taking into account 
the 8 cents per hour wage increase to which reference has been made 
and which will cost the Gulf, Mobile & Ohio Railroad $1,600,000 an- 
nually. This wage increase plus H. R. 4353 would mean increased 
annual wage costs to the Gulf, Mobile & Ohio of over $2,800,000. 
To, this, of course, must be added the 4-cents-per-hour-wage increase 
which became effective May 1 of this year and which aggregates 
$800,000 more per annum for the Gulf, Mobile & Ohio Railroad. 

The wage and tax increases just described total $3,600,000 per year 
which is more than 10 times the net income of $326,000 earned by the 
Gulf, Mobile & Ohio Railroad in the first 6 months of 1958. 

We simply do not have the money to meet these increases with which 
we are presently threatened. The only immediate practical way that 
it can be approached—since our expenses are made up of 61 percent 
payroll costs—is to go to the payroll, further reduce present forces, 
and thereby create additional unemployment. 

It is for this reason that I am led to the conclusion that this is a 
very hurtful bill from the standpoint of the employees as well as of 
the railroads. And it is bad from the standpoint of providing the 
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country with the type of transportation it requires to meet adequate 
defense demands. 

My personal concern, and alarm over the threat to our payroll from 
this H. R. 4353 persuades me to leave this thought with you: Railroad 
unemployment, railroad employment, railroad retirement benefits all 
are solely dependent upon railroad payroll, and expanding railroad 
payroll will provide more employment, greater job security, financially 
stronger funds for both retirement and unemployment. 

A shrinking railroad payroll for which this bill pays an inducement, 
will result in increased expense and reduced income for the unem- 
ployment fund, fewer jobs and more unemployment. The Congress 
has taken the step to begin to create that former situation by giving 
the railroads an opportunity, through the Harris-Smathers bill, to 
let us get back on the track again and look to brighter days ahead 
where we can call our men back to work, increase our payroll, reduce 
the demand on the fund through unemployment, and get back where 
the situation can become stabilized of its own natural basic funda- 
mental intent which the Congress had in mind in the beginning. 

I thank you very much, Mr. Chairman. 

The CHatrman. Thank you, Mr. Brock. 

Mr. Daniel P. Loomis, president of the Association of American 
Railroads. 


STATEMENT OF DANIEL P. LOOMIS, PRESIDENT, ASSOCIATION OF 
AMERICAN RAILROADS 


Mr. Loomis. If it is agreeable to the chairman, I will file a state- 
ment on behalf of the association for the record, and comment on some 
of the highlights very briefly. 

The CuHarrMan. Very well. Your statement will be included in 
the record in its entirety and you may proceed. 

Mr. Loomis. First, with respect to the present traffic situation of 
the railroads at page 3 of the statement are set forth the revenue ton- 
miles and the passenger miles of the class I railroads down through 
April of 1958. 

April is the last month for which the figures with respect to pas- 
senger miles and ton-miles are now available, and you will notice that 
for April the decline in ton-miles under April 1957 was 19.2 percent, 
the decline in passenger miles was 14.7 percent. 

We can make some comparison of subsequent months and the 
poset situation by looking at the carloadings for May, June, and 
July. 

For April the decline in carloading under April of 1957 was 21.9 
ig which closely approximates the figure of 19.2 percent for ton- 
miles. 

In May the carloadings were under May of 1957 by 23.3 percent. 

In June the carloadings under June 1957 were 15.8 percent. 

But in July, the carloadings again turned worse and July 1958 was 
21.03 percent under July 1957. 

I think the other witnesses have referred to the contract wage in- 
creases and the coming increases in November, and I will skip those. 

With respect to working capital and the situation as to that is set 
forth on page 7 of the statement, at the end of 1956 the railroads had 
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$684 million in net working capital, that is the excess of current assets 
excluding materials and supplies over current liabilities. 

At the close of 1957, the working capital had declined to $555. But 
on April 30, 1958, this margin of current assets over liabilities 
amounted to only $336 million, at which point it was barely more than 
one-half of the level which has generally been considered a safe mini- 
mum for class I railroads. 

That net working capital is equivalent to only about 2 weeks of cash 
operating expenses, taxes, and rents, and the alarming thing about it 
is that during the 4 months of 1958, from January to April, the work- 
ing capital had declined by approximately $220 million. 

With respect to employment the figures are shown on page 8 of the 
statement, and you will note that for May of 1958 the railroads had the 
lowest number of employees at any time since the turn of the century. 

We were down to 824,813 employees or 17.8 percent below May of 
1958. 

That was 179,000 less employees than for May of 1957. 

With respect to the heivho-car situation, on July 1, 1958, the service- 
able car fleet was less than the serviceable car fleet on July 1, 1957, by 
38,292 cars. 

That is because of the inability to make the necessary repairs, by 
reason of lack of cash, and it can be illustrated by the fact that in 1956 
the average number of cars given repairs each month was 25,056, 
which appears at page 10. 

In 1957, the average number of cars repaired was 21,717, but for 
the first 6 months of 1958, the average has been only 13,461. These 
programs should certainly be stepped up to insure an adequate rail- 
road car supply but they cannot be stepped up unless the necessary 
money is available. 

With respect to capital expenditures, the statement deals with that 
at the bottom of page 10: In 1957 the capital expenditures of the class I 
railroads amounted to 1,394 million cars. The most recent estimate of 
these expenditures for 1958 will total only 706 million, barely one-half 
of the 1957 total and less than 60 percent of the last 10-year average. 

On July 1, 1958, the class I railroads had only 32,000 new freight 
cars on order, down from 82,000 a year ago. 

Locomotives on order amounted to 134, on July 1, 1958, against 462 
a year earlier. 

With respect to the impact of railroad retirement and unemploy- 
ment insurance taxes on a railroad employer as corresponding with 
the impact of social security and State unemployment insurance taxes 
on an employer in other industries or on our competitors, if you take 
an employee earning $400 a month, the present tax on a railroad em- 
ployer is $262.50 for retirement, and $105 for unemployment or a 
total annual tax per employee of $367.50. 

The proposed bill would increase the retirement tax from $262.50 
to $360, an increase of $97.50, and would increase the present employ- 
ment tax from $105 to $192 or by $87. 

Correspondingly the social security employer now pays $94.56. 

The bill that the House Ways and Means Committee reported last 
week with respect to social security, would increase that tax from 
$94.56 to $120 or an increase of $25.44. 

The evera‘e paid under State unemployment insurance acts by a 
nonrailroad emnp'oyer is $48.32 per year. 
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Thus, on the retirement side, the proposed bill would increase the 
railroad employer’s taxes, which are already much higher than the 
social security employer, by $97.50, whereas the social security em- 
ployer’s taxes, under the bill reported by the House Ways and Means 
Committee, would be increased only $25.44. 

Stated another way, take an employee on a 40-hour week for easy 
figuring. The costs to the social security employer presently for the 
social security and the State unemployment tax on the average, is 
approximately 7 cents per hour. The tax on the railroad employer 
for an employee on a 40-hour week under railroad retirement and un- 
employment, is approximately 17.5 cents per hour. 

The social security bill proposed by the Ways and Means Committee 
would increase the social security employer’s tax from the 7 cents an 
hour to approximately 8 cents an hour, but the bill before this com- 
mittee on the railroad retirement and unemployment, would increase 
the tax on the railroad employer from 1714 cents an hour to about 2614 
cents an hour or an increase of 9 cents. 

This would be on top of a contract wage increase due November 1 
of this year of 7 cents, with the cost-of-living escalator presently pro- 
viding for another 1-cent increase. 

The situation of the industry, I think, has been adequately described, 
and there is attached to the statement filed on behalf of the association 
the estimated increases in annual payroll taxes if H. R. 4353 would 
become law, together with a showing as to the net income for the first 
5 months of 1958, and the net income for the first 5 months of 1957 
by individual railroads. 

For the first 5 months of 1958, 42 railroads of class I are still in a 
deficit, and operated for the 5 months of 1958 in the red. 

T think, Mr. Chairman, that completes my comments. 

The Cuamrman, Thank you very much, Mr. Loomis. 

(Mr. Loomis’ statement in full follows :) 


STATEMENT OF THE ASSOCIATION OF AMERICAN RAILROADS IN OPPOSITION TO 
H. R, 4353 


H. R. 4353 IS BAD LEGISLATION 


BAD for the railroads because it would bankrupt some of them and 
threaten the solvency of others. 

BAD for railroad employees because it would create further unemploy- 
ment in the railroad industry. 

BAD for the national economy because it would sharply curtail, if 
not destroy, the buying power of the railroads. 

BAD for shippers and travelers because it would require increases in 
tariff charges, reduction of service, or both. 

BAD for the national defense because a further weakened railroad 
system could not respond adequately to a national emergency. 


In March of 1957—more than a year ago—the House Committee on Interstate 
and Foreign Commerce held hearings on bills to amend the Railroad Retirement 
and Unemployment Insurance Acts. One of those bills, H. R. 4353, not only 
provides for staggering increases in taxes upon the railroads, but also increases 
the unwarranted disparity already existing between the taxes imposed by Gov- 
ernment upon the railroads for retirement and unemployment benefits and those 
imposed by Government upon the railroads’ competitors and other industries 
generally. 

Since those hearings were held, there has been an alarming deterioration in * 
the economic position of the railroads. There is widespread concern for the 
survival of many railroads. The increased tax burden proposed would aggravate 
that situation. 


31986—58-——3 
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H. R. 4853 would impose additional taxes on the railroads of $185 million a 
year. For the first 5 months of 1958 the net income of the class I railroads was 
$72 million. Thus the additional annual cost of this bill would be more than 
twice the net earnings for the first 5 months of this year. There would be further 
increases in such taxes effective in future years to the extent of an additional 
$86 million annually. Illustrative of the impact of the initial increase on the 
railroads is the following comparison of earnings of certain railroads for the 
first 5 months of 1958 and estimated increases in annual payroll taxes which each 
of them would pay if this bill were enacted. These are: 





Net income Increased 
(5 months | payroll taxes 

of 1958) | (annual to 

| 1965) 

brew York® Oontral. .. 0. soe cc in bi ete a, ee eS ee | $24, 591, 000 | $11, 155, 000 
PON SIOVOR Sn oncmdiounavchié ee oe 3 _ eis ped 1 4, 438, 780 2, 249, 325 
Pennsylvania- - ------- eal ie rads Gage taeeae palate khwattne’ 1 24, 264, 000 | 14, 031, 000 
Gulf, Mobile & Ohio--.........-_-- Senin sae ah telat i le ai = 296, 000 | 1, 163, 000 
Illinois Central BFP ee eee A 4, 461, 224 | 4) 228) 503 
RI 8 Se oe ; ‘ ‘ . 1 2, 480, 000 3, 582, 000 
Northern Pacific. ___- ee 73 g : 3, 866, 583 2, 856, 913 
Missouri Pacific.......___- A ote L gale <3 3, 900, 000 3, 987, 000 
St. Louis-San Francisco----___.--- : -----------+| 213, 458 1, 667, 706 


1 Deficit. 


Attached is statement showing for each class I railroad its net income for the 
first 5 months of 1958 and the increased annual payroll taxes which would result 
from passage of H. R. 4353. 

Since the hearings were held on this bill, the railroads have had to meet sub- 
stantial increases in wage costs and are faced with further wage increases in 
the future. In 1958 alone, wage increases which became effective on May 1 and 
which will become effective on November 1, together with a payroll-tax rate 
increase effective January 1, 1958, aggregate $250 million per year. The rail- 
roads are in no position to absorb unwarranted additional costs. The railroad 
industry is in no position to suffer the burden of an additional $185 million per 
year ; they simply do not have the money. 

Congress has manifested real concern over what has been called the “deteri- 
orating condition” of the railroad industry at this session. Legislation already 
enacted or in the process of enactment is an important step in the right direction. 

No dollar value can be placed on this legislation but it is certain that its benefits 
would, so far as the immediate future is concerned, be more than nullified by 
the increased taxes imposed by H. R. 4353. 


TRAFFIC IS DOWN 


The current depressed level of railroad traffic is the result of a decline which 
began in the latter part of 1957, and which has affected both freight and passenger 
operations. 

TABLE 1.—The decline in railroad traffic, 1957-58 


| 
| Percent decrease under 
| previous year 
Month | Revenue | Passenger- 
ton-miles miles 


| | Ton-miles | Passenger- 
miles 


Millions | Millions 


| | 
8 months 1957 biel ao negpik Solana aol aes pened ou | 418, 467 18, 037 | 1.6 | 6.1 
ee NEE Sc welds cietesdtidbadscasetscbdnewcde 51, 781 1, 997 | 6.7 10.9 
en ee ee eer wabae 54, 313 | 1, 821 | 8.4 | 13.0 
November... deat stk Aess hkaed ; i 48, 591 | 1,776 9.8 13.3 
December. ceili ii ceuecan aa 44,977 2, 259 | 14. 5 | 13.1 
SOU HN osc s kde. Sai ccdss bt cadddaebute 44, 966 | 1, 966 | 9.9 | 16.3 
NI lcs: sr aZelpnauhbbocipiindierdic ewan a 40, 067 1, 621 | 16.6 | 18. 1 
RS i hd bated ee ; 45, 059 1,719 18. 1 14.6 
April bane cdeiddoe wes ba : -| 41, 961 1, 764 | 19.2 14.7 


As shown in table 1, freight traffic in the first 8 months of 1957 was only 1.6 
percent less than in the corresponding period of 1956, and passenger-miles were 
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down by 6.1 percent. Beginning in September 1957 the rates of decline became 
progressively greater, and the unfavorable trends continued in 1958. For the 
month of April 1958, the latest for which these data are available, ton-miles were 
19.2 percent below those of April 1957, and passenger-miles were off 14.7 percent. 


COSTS ARE UP 


As stated in testimony before the Interstate and Foreign Commerce Committee 
in March 1957, railroads in late 1956 executed agreements with their employees 
extending over a 3-year period to October 31, 1959. In addition to increases 
effective November 1, 1956, these agreements provided for increases in wage 
rates of 7 cents per hour on November 1, 1957, and again on November 1, 1958, 
plus adjustments in wage rates tied to changes in the cost-of-living index. Under 
this escalation provision, railroad wages have gone up 38 cents per hour effective 
May 1, 1957, 5 cents effective November 1, 1957, and 4 cents effective May 1, 1958. 
Also, the rate of payroll tax rose by five-tenths of 1 percent on January 1, 1958. 

Thus, in the face of declining traffic and the accompanying loss of revenues the 
railroads have incurred substantial increases in wage costs under terms of their 
labor contracts and the existing unemployment insurance law. The annual costs 
of these increases, adjusted to the depressed level of employment in 1958, are 
shown in table 2. 


TABLE 2.—Increased wage costs, class I railroads, May 1, 1957, to May 1, 1958 


| 


Date Item Annual cost 
Biay 1, 1067 | Caste iving tremens Ge CO) ov ccc ntti a tnntnncciiiec ceccncdancmauuinen $62, 500, 000 
Nov. 1,1957 | Contract increase (7 cents) and cost-of-living increase (5 cents)........-.---- 251, 500, 000 
Jan. 1,1958 | Increase in payroll-tax rate (0.5 percent) ...............-....-...-----.--..-- 19, 600, 000 
May 1,1066 | Cost-ofliving Inarense (46 CORNS) oo anon ccccccessidccsicancsccccccstcndiscoscees 82, 300, 000 

Total, May 1, 1957, to May 1, 1958..........---...--------20-------2--| 415,900,000 


| 

In addition to the increases already placed in effect from May 1, 1957, to May 1, 
1958, at an annual cost of nearly $416 million, the railroads are confronted with 
a further 7-cent increase due November 1, 1958, at a cost of about $147 million. 
In addition, unless the cost-of-living index falls below its present level, a further 
1-cent increase, amounting to about $21 million, will go into effect on November 
1. Also, under existing law, the rate of payroll tax for unemployment insurance 
will go up another five-tenths of 1 percent on January 1, 1959, adding another 
$19.6 million to annual wage costs. 


EARNINGS ARE VANISHING 


The railroads have endeavored to offset the cost of the wage and tax increases 
through increased freight rates, but authorized rate increases of 4.8 percent effec- 
tive August 26, 1957, and about 1.9 percent effective February 15, 1958, have been 
insufficient to meet the increased costs. A further increase currently pending 
before the Interstate Commerce Commission would provide only $34 million 
annually if granted in full. 

Earnings fell off rapidly in the final quarter of 1957, and the losses became 
even more serious in 1958, as shown in table 3. 


TABLE 1.—The decline in railroad traffic, 1957-58 


[Dollars in millions] 








| 5 months, | 5months, | Decrease | Percent 

1958 1957 
UD dito ae Je i ieee oe eee eee hae | $3, 742 | $4, 372 $630 14.4 
RR SE ae eee senate | 3, 105 | 3, 429 324 9.4 
SIN actrees cthdinninnadeaiteaed icnihereneseusecneeine | 349 455 106 23. 2 
Net rents_---_--- sl scstei clave wcajedtcansinapia tag alaktaaaeaate 122 | 111 111 | 19.9 
Net railway operating income...-...............-....------- | 166 | 377 | 211 | 56.0 
74.7 


PS pcctiiadieviciecidisuacinnmigneeanicaiaatada 7: | 285 213 | 


| 


1 Increase. 
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Operating revenues of the class I railroads in the first 5 months of 1958 were 
off by $630 million, or 14.4 percent, from the corresponding period of 1957, but 
operating expenses, despite severe cuts in employment, were down only $324 
million, or 9.4 percent. Although taxes fell $106 million, largely due to a $91 
million reduction in Federal income tax accruals, net railroad operating income 
was down by $211 million, or 56 percent. Net income, after fixed charges, showed 
a decrease of $213 million, or nearly 75 percent. 

Forty-two railroads, earning about one-third of operating revenues of all 
class I railroad in the United States, failed to earn enough in the first 5 months 
of 1958 to cover their fixed charges. Included in the 42 deficit railroads were 
16 roads with deficits of $1 million or more for the 5-month period. These 16 
roads, which account for 28 percent of the industry’s gross revenues, are shown 
in table 4, together with the approximate initial increased annual cost to each 
road of the provisions of H. R. 4853, over what those costs would be under 
present law. The railroads as a whole are in no position to absorb such increased 


costs as those embodied in H. R. 4853, much less these roads which are already 
deeply in the red. 


TABLE 4.—Cost of H. R. 4853 to 16 deficit railroads 


| Net deficit, Ist-year 








Railroad Ist 5 months cost of 
1958 H. R. 4353 

ai _ | icnenctelieibeat 
Bessemer & Lake Erie__- ae ee At ie ena ree ena Sai ae | $1,795, 409 $295, 000 
Boston & Maine __.. eae eee: ; nite eiesetiods stipe ata 3, 288, 011 1, 267, 000 
Central R. R. of New Jerse y : ‘ pecedotemindectioninesl 1, 758, 022 927, 000 
Central Vermont-__--- Ee re ee eg eee eee ek eee 1, 002, 417 189, 000 
Chicago & North Western __ ‘ceakbileciein aleichhs akiaaie teamed 2, 765, 000 | 3, 233, 000 
Chicago, Milwaukee, St. Paul & Pacific__. oniesbisdaviecbdpwenccamaion | 2,479, 852 | 3, 582, 000 
Delaware, Lackawanna & Western_-_--_----- a a ae 3, 581, 653 | 1, 347, 000 
Duluth, Missabe & Iron R¢ ange._._- eegerne cata aaindetin eae 6, 693, 854 642, 000 
Erie. -_--- i gene ins Sinisa dania tamale meee as ~e 4, 134, 198 2, 410, 000 
Grand Trunk Western 7 sonia psig ne anasto ‘ 4, 353, 354 1, 059, 000 
Lehigh Vailey_-- ‘cacilieties . saad siniacttbiattsetimilitlaaeaiidiiiptidisine 3, 383, 657 1, 053, 000 
Long Island - ciatetp Mabel hipela aeons ntkcn nna Lieb eiotdk tesaik-o i itaiedernn bicaeeaaabadincad 1, 176, 943 987, 000 
New York Central. ___ dao cibaatn hk nets bi sedan bili dabicerdhbanakcdaialadetida 24, 590, 550 11, 155, 000 
New York, New Haven & Hartford - epiiciesipcnubbatneiibdnmnendaiipaaan 4, 438, 780 | 2, 249, 000 
Pennsylvania. __-- jcicntakdtewhingudedtnesdcmiinbanete 24, 264, 440 14, 031, 000 
Pennsylvania-Reading eeNCO NAB soc), 4)! 6 ticks coanndeaadiocundin. 2, 709, 607 188, 000 








CASH IS DISAPPEARING 


One of the consequences of dwindling earnings has been a marked shrinkage 
in net working capital—the excess of current assets, excluding materials and 
supplies, over current liabilities. Net working capital of the class I railroads at 
the close of 1955 amounted to $934 million, but it declined thereafter to $684 mil- 
lion in 1956 and to $555 million at the close of 1957. On April 30, 1958, this mar- 
gin of current assets over liabilities amounted to only $336 million, at which 
point it was barely more than one-half of the level which has been considered a 
safe minimum for the class I railroads. The significance of the April 1958 level 
of net working capital ($336 million) may be realized when considered in the 
light of the fact that net working capital was equivalent to only about 2 weeks’ 
cash operating expenses, taxes, and rents which averaged $665 million per 
month in the first 5 months of 1958. In addition, the railroads on April 30 had 
$390 million in funded debt maturing in the next 12 months. 
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EMPLOYMENT IS AT RECORD LOW 


As an inevitable result of the coincidence of increased unit costs and decreased 
revenues, a sharp reduction in railroad employment has occurred since hearings 
were held on H. R. 4353 in March 1957. That reduction is shown in table 5. 


TABLE 5.—Number of employees, class I railroads, May 1957 to May 1958 


Number of | Percent de- 





Month employees | crease under 
(midmonth previous 
count) year 
i 5 cin tAinddcim nage aka’ acadegdgtie ads edema aaa ee 1, 003, 429 5.6 
WE icctnvcddaccubtéuccwns ngcdebing gach weulhceneaeaans ten aneneel 1, 010, 110 6.1 
COE i oicnidcidas idiiadnatipnidhndsidwasevncaleh bdledased eae 1, 007, 941 2.3 
POI state tiie ton wicnen ib cleiniticny sab ntl tediiasintstidinilaniapaditgeelicas BcemieiS 1, 006, 536 2.9 
BRIT. ic. ss. cane ose cccesietcanenlicah aibamanineananinia dh caieiasperieiaaiatinndnentaced adbicomistieenn 994, 4.4 
ac ciccwbaccmendnacadaneedunkeitatotiocanautalanodeas oasedutoeed 974, 477 6.4 
BO stictic ivciSiik tisk mah tocnintiesicn agar deapinneiaaatei  ae e 939, 643 8.6 
December 4 918, 862 9.6 
ME vacncniutctnacvesssscbnccesssiieadsdbauensedaaiuaedauanmniod 884, 114 11.2 
p 860, 110 12.9 
839, 320 15.0 
827, 656 16.5 
. 17.8 


The number of railroad employees in May 1958 was the lowest total reported 
for the class I railroads since the turn of the century. It was 179,000 less than 
the total for May 1957 and 239,000 below May 1956. 

As the squeeze on railroad earnings has necessitated curtailment of employment 
in the railroad industry, so would further increases in costs make it difficult or 
impossible for the railroads to increase employment or even to maintain it at the 
present depressed level. 


REPAIRS POSTPONED—CAR SUPPLY SHRINKS 


Reduction in railroad employment has been especially pronounced among 
maintenance personnel. In May 1958, when all railroad employment was 17.8 
percent below the level of May 1957, the number of employees in the maintenance 
of equipment group was down 23.6 percent and the decrease among maintenance 
of way employees was 26 percent. 

On May 1, 1957, class I railroads owned 1,724,401 freight cars, of which 75,317, 
or 4.4 percent, were in bad order, leaving a serviceable ownership of 1,649,084 
freight cars. Thereafter, the freight car ownership rose gradually until April 1, 
1958, but ownership declined in the next 3 months and stood at 1,748,308 on July 
1, 1958, a net increase of 24,000 in 14 months. The number of bad order cars, 
reflecting the reduction in maintenance, rose steadily throughout the same 14 
months, and on July 1, 1958, reached 133,414, or 7.6 percent, of ownership. 
Serviceable ownership remained at a level of about 1,650,000 throughout 1957 and 
until March 1, 1958, but since that date this significant figure has declined sharply. 
Serviceable freight cars owned on July 1, 1958, amounted to 1,613,894 cars. Thus, 
for the 14 months since May 1, 1957, the number of unserviceable freight cars has 
increased by 58,000 and the serviceable ownership has declined by 35,000. 


| 
| 
] 
: 
| 
} 
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There has been no serious freight car shortage in the United States since 
October 1956, when the shortage amounted to nearly 18,000 cars a day. Service- 
able ownership is now 20,000 less than it was at the time of that shortage and 
has recently been shrinking at a rate of 10,000 cars a month. Thus it is clear 
that a revival of railroad freight traffic to the 1956 level could find a seriously 
deficient supply of freight cars in the United States. 

To the extent they are financially able to do so, railroads conduct heavy repair 
programs, upgrading their freight cars to standards required for the proper 
handling of high-grade commodities. Because of declining earnings in recent 
vears, these repair programs have been gradually curtailed. The number of cars 
given heavy repairs averaged 27,079 cars per month in 1955, 25,056 in 1956, and 
21,717 in 1957, while in the first 6 months of 1958 the average per month was 
only 13,461. These programs should be stepped up to insure an adequate railroad 
ear supply, but they cannot be stepped up unless the necessary money is available. 
Imposition of increased payroll taxes on the railroads would drain off scarce 
funds badly needed for maintenance and other essential purposes at a time 
when the national defense potential of the railroads is already a cause of concern. 


CAPITAL EXPENDITURES SLASHED 


Not only maintenance but capital improvement programs as well have suffered 
from the deterioration in railroad earnings. Capital expenditures for additions 
and betterments have averaged $1.2 billion annually for the past 10 years, and 
amounted to $1,394 million in 1957. The most recent estimate is that these 
expenditures in 1958 will total only $706 million, barely one-half of the 1957 
total and less than 60 percent of the 10-year average. 

On July 1, 1958, the class I railroads had only 32,000 new freight cars on order, 
down from 82,000 a year ago. Locomotives on order amounted to 134 on July 1, 
1958, against 462 a year earlier. Obviously, there will not be enough cars built 
in the months immediately ahead to offset as much as one-half the number 
retired, as retirements in 1958 are running at a rate of about 4,600 per month. 


DISCRIMINATION IN TAXES AND BENEFITS WOULD BE AGGRAVATED 


This memorandum has explained why the railroad industry cannot absorb 
increased taxes. However, even if the railroads’ financial position were such 
that it could bear those increased costs, H. R. 4853 would be bad legislation. 
This is because (1) the bill provides substantial increases in benefits paid to 
railroad enployees who already enjoy much more generous benefits than are avail- 
able to employees of other industries, and (2) the railroads already pay more 
taxes to pay for such benefits than do their competitors and other industries. 

As an example, H. R. 4353 would increase all annuities by 10 percent. This 
is a 10 percent increase over and above a 10 percent increase granted in 1956. 
The present maximum retirement annuity under the railroad system is $185.45 
and H. R. 4853 would immediately increase that maximum to $204.05. The 
social-security Maximum annuity, on the other hand, is $108.50. Even under 
existing law the railroad retirement maximum will continue to increase and after 
1967 will be substantially higher than it is now, while the social-security maxi- 
mum will remain at $108.50. Thus this maximum annuity for a retired railroad 
worker, which is already 71 percent greater than the maximum under social 
security, would immediately become 88 percent greater and will increase to an 
even larger percentage in the future. 

H. R. 4353 would increase the minimum daily benefit rate paid for unemploy- 
ment or sickness from 50 percent of the employee’s last daily rate of pay to 60 
percent of such pay, a relative increase of 20 percent, and would also increase 
the maximum daily benefit rate by 20 percent from $8.50 to $10.20. This would 
increase the practicable minimum weekly benefit, which is now $37.80, to $45.35. 
The present minimum benefit of $37.80 paid to railroad workers ranges from 122 
percent to 675 percent greater than the minimum paid to unemployed workers 
under State systems. Asa matter of fact, that minimum already is higher than 
the maximum weekly benefit paid in about two-thirds of the States. 
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The present maximum period for the payment of railroad unemployment bene- 
fits is 26 weeks. The State systems pay benefits for maximum periods of from 
16 to 26 weeks with 1 State paying benefits for 30 weeks. Recently a number of 
States decided to participate in the Federal program under the Temporary Un- 
employment Compensation Act of 1958. Under that program, temporary addi- 
tional unemployment benefits are paid to workers who have exhausted their 
benefits under the State systems. The additional temporary benefits generally 
are limited to a maximum of 13 weeks, with the temporary program terminating 
on April 1, 1959. H. R. 4853, which is permanent rather than temporary legis- 
lation, would increase the period for the payment of benefits to as long as 5 years 
or 260 weeks, the result being that an unemployed railroad worker could for one 
period of unemployment draw benefits in the amount of $10,000, $12,000, or more. 

In addition to further widening the gap that exists between the retirement and 
unemployment benefits paid railroad workers and those paid workers in other 
industries, including the railroads’ competitors, H. R. 4853 would increase the 
disparity between the payroll taxes paid by the railroads and those paid by other 
industries, including motor carriers and airlines. 

The railroads now pay to support the retirement system a tax of 6% percent 
on up to $350 a month of employee earnings. Industries covered by the social 
security system pay a tax of 214 percent on $350 of monthly earnings. Thus the 
tax on the railroads is already nearly three times the tax on other industries. 
H. R. 4353 would increase the railroads’ tax rate to 744 percent in 1959 and, with 
subsequent additions, to 9 percent in 1975. Further, the new rates would be 
applied to $400 a month of employee earnings rather than to $350 of such earn- 
ings, the present tax base. In other words, with respect to an employee earning 
$400 a month his railroad employer now pays in retirement payroll taxes $262.50 
a year, while his social-security employer pays only $94.56 a year. Under H. R. 
4353 the railroads’ retirement payroll taxes for that same employee would in- 
crease initially to $360 or 281 percent higher than that paid by the social-security 
employer. 

It is recognized that there are bills receiving active consideration in Congress 
that would increase social-security taxes and benefits, but even if enacted, the 
present disparity outlined above in which railroad taxes and benefits greatly 
exceed those under social security would still be present, modified only slightly 
in degree. Also, it is interesting to compare the effect on the employer of what 
has been recommended by the Ways and Means Committee with respect to social 
security, as announced last week, and the effect of H. R. 4353. The proposal of 
the House Ways and Means Committee would only increase the tax on the em- 
ployer under social security for employees earning $400 or more per month 
from $7.88 per employee per month to $10, an increase of $2.12, whereas H. R. 
4353 would increase the payment of a railroad employer from $21.88 per employee 
per month to $30, an increase of $8.12. 

The difference between the taxes paid by the railroads and other industries to 
support their respective unemployment systems is already substantial and would 
be increased by H. R. 4853. At the present time, the railroads are paying 2% 
percent on $350 of employee monthly earnings or $105 a year. Employers paying 
taxes under the State systems pay an average rate of 1.6 percent and in all but 
a very few States pay that tax on employee earnings of only $250 a month. 
Those employers pay a tax of only $48 a year or less than one-half the amount 
paid by the railroads. Under H. R. 4353 the railroad employer’s unemployment- 
tax rate would go to 4 percent, and on $400 of monthly employee earnings or a 
total of $192 a year, 4 times the tax paid by the employer covered by the State 
unemployment systems. 

There can be no justification in increasing the railroads’ annual payroll taxes 
by nearly $200 million when the railroads obviously cannot afford such additional 
taxes and when railroad retirement and unemployment systems are already far 
more generous than the systems, either present or in contemplation, covering 
outside industry, including the railroads’ competitors. 
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Estimated | Net income first 5 months 


increase in 
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H. R. 4353 
becomes law 
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The Cuatrman. Mr. Matt Triggs, assistant legislative director of 
the American Farm Bureau Federation. 


Will you proceed ? 


STATEMENT OF MATT TRIGGS, ASSISTANT LEGISLATIVE DIRECTOR, 
THE AMERICAN FARM BUREAU FEDERATION 


Mr. Trices. Thank you, Mr. Chairman, and members of the com- 
mittee. 

We appreciate the opportunity to briefly present the views of the 
American Farm Bureau Federation relating to proposed liberaliza- 
tion of railroad retirement and unemployment i insurance programs. 

The interest of shippers, farmers, and others in this question will 
be apparent. 

To the extent the increased costs to the railroads could not be passed 
on to shippers, because of the deteriorating competitive position of 
railroads, the already inadequate level of railroad earnings would be 
still further reduced. 

The capacity of railroads to make the investment in improved 
equipment that i 1s important to improving their competitive position 
and improving their service to shippers would be still further impaired. 
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But it is also obvious that the railroads are in no financial position 
to pay the increased costs. At least a major portion of such costs 
would have to be passed on to shippers, including farmers. The net 
effect of increasing the benefits to railroad workers would be to take 
a substantial percentage of the costs thereof out of the pockets of 
farmers. 

This fact would not, perhaps, be persuasive if the purpose of H. R. 
4353 was to bring railroad retirement and unemployment benefits up 
to the level available to other workers. 

But H. R. 4353 provides benefits very substantially in excess of 
similar benefits provided other groups under Federal legislation. In 
some respects, the present level of benefits to railroad workers is, in 
our opinion, unjustified. To add still further to costs of farmers 
to enhance such benefits is, in our view, unfair and unwarranted. 

The enactment of S. 3778 and the termination of the transporta- 
tion tax will benefit railroads in some measure. But we are not opti- 
mistic enough to believe these measures will make any major or early 
difference so far as the basic unsatisfactory financial condition of 
railroads is concerned. 

Farmers have a vital interest in the maintenance of a healthy, 
competitive railroad industry capable of providing ever-improved 
service. If railroads are to survive, if they are to make the invest- 
ment in improved facilities they need to make to survive, if they 
are to become more competitive as to service and rates, then it is im- 
portant—important to farmers, to other shippers, to the general public, 
and to the long-run interest of railroad workers—that all earnings 
not be drained off by liberalized welfare programs. 

The CuatrmMan. Thank you very much, Mr. Triggs. 

Mr. Paul Truitt, executive vice president of the National Plant 
Food Institute. 


STATEMENT OF PAUL T. TRUITT, EXECUTIVE VICE PRESIDENT, 
NATIONAL PLANT FOOD INSTITUTE 


Mr. Trorrr. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 

I am Paul T. Truitt, executive vice president of the National 
Plant Food Institute, 1700 K Street, NW., Washington, D.C. Iam 
also secretary of the institute’s traffic committee, which is composed of 
traffic managers of about 30 or 40 of our member companies. 

The institute is the voluntary, nonprofit, national trade association 
in the fertilizer industry. 

We have approximately 250 members, and they are located in most 
all States of the Union. We represent about three-fourths of the 
volume of fertilizers manufactured and sold in the United States. 

I appear here to oppose the enactment of H. R. 4353, because the 
additional costs of the proposed benefits, when added to present rail- 
road operating costs, could and, I believe, will be the cause for another 
increase in freight rates. 

Now, the fertilizer industry, as you know, is a large shipper of a 
low-cost product, the use of which is essential to efficient and profitable 
farming and, hence, to a profitable agriculture. 

Approximately one-third of the value, on the average, of a ton 
of fertilizer or a bag of fertilizer is direct transportation costs. 
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It is well known that the farmers use less than the normal amount 
of fertilizers in times of declining farm purchasing power, whether 
this be due to the rising prices paid by farmers to make a crop or 
the declining prices received by dariiars for a crop already made. 

It is equally well known that farmers’ unit production costs go up 
as fertilizer use declines; thus, farming becomes less efficient and the 
economy suffers. 

Historically, this industry has, through various forms of technolog- 
ical process, kept fertilizer prices from advancing as fast as any 
other prices farmers pay to make a crop. 

I invite your attention to table A attached to the statement. 

The increase in price, as reflected in the index numbers published 
by the USDA, shows an increase of 13.9 percent for a 10-year period, 
1947 to 1957. 

It is significant that the fertilizer price index instead of advanc- 
ing has now, by 1957, declined to the 1951 level. 

It is also significant that the fertilizer price index advanced less 
than any commodity, including wages, during the period 1947-57. 

Now, historically, this industry has always opposed increased 
freight rates, which have advanced phenomenally since the ex parte 
cases started in 1946. 

I attach a table marked B to the statement, which illustrates that 
point. 

As contrasted with the 13.9-percent increase in prices paid by farm- 
ers in the 10-year period, table B shows that freight rates have in- 
creased 107.7 percent in the identical period of time. 

In addition, a further increase in ex parte 212 is now pending before 
the Commission. 

Therefore, in round terms, in a 10-year period, freight-rate in- 
creases have been authorized about 10 times as fast as fertilizer prices 
have advanced. 

The inevitable result of such an increase in the cost of transporta- 
tion has been a shifting in plant location and a diversion in tonnage 
from the rails to other modes of transportation. 

The railroads have lost volume and revenue, accordingly. Today, 
a large share of materials which once moved by rail inbound to fer- 
tilizer mixing plants now moves by water and by truck at lower-than- 
rail rates. 

The outbound movement from plants to the farms is more striking ; 
possibly as high as 90 percent now moves not by rail, but by truck. 

Much of this change has been brought about by higher freight 
rates. 

Let me emphasize that, while we firmly oppose H. R. 4353 and also 
the Senate bill, S. 1313, because of their cost-increasing effects, the 
fertilizer industry needs and appreciates and, I may say, uses efficient 
rail transportation; yet, in the face of this, more and more fertilizer 
traffic is being forced off of the railroads by rising costs. 

Such action, of course, which we have experienced for several years 
brings no benefit to the railroads, to their workers—either whether 
retired or active—to the fertilizer industry, nor to the American agri- 
culture. 

Mr. Chairman, that concludes my short statement, and thank you. 
I thank the committee very much. 

The Cuarrman. Thank you very much. 
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Mr. Trurrr. I am sorry I did not bring enough copies, but I brought 
about 25. 

The Cuarrman. Your statement will be included in the record. 

Mr. Trurrr. The tables, if you please. 

The Cuatrman. The tables will also be included in the record. 

Mr. Troirr. Thank you. 

(The statement in full and tables referred to follow :) 


STATEMENT BY Paut T. Truitt, EXECUTIVE VICE PRESIDENT, NATIONAL PLANT 
Foop INSTITUTE, IN OPPOSITION TO H. R. 4853 


I am Paul T. Truitt, executive vice president of the National Plant Food Insti- 
tute, 1700 K Street NW., Washington, D. C. I am also secretary of the institute’s 
traffic committee. The institute is the voluntary nonprofit national trade asso- 
ciaton in the fertilizer industry. Its approximately 250 members represent all 
phases of the industry, are located in almost all States of the Union, and account 
for over three-fourths of the volume of fertilizers manufactured and distributed 
in the United States. 

We oppose the enactment of H. R. 4353 because the additional cost of the pro- 
posed benefits when added to present railroad-operating costs would at once 
be the cause for another increase in freight rates. 

The fertilizer industry is a large shipper of a low-cost product, the use of which 
is essential to efficient and profitable farming; hence to a prosperous agriculture. 
Approximately one-third of the value, on the average, of a bag or of a ton of 
fertilizer is direct transportation cost. 

It is well known that farmers use less than the normal amount of fertilizers 
in times of declining farm purchasing power, whether this be due to rising prices 
paid by farmers to make a crop or from declining prices received by farmers 
for a crop already made. It is equally well known that farmers’ unit produc- 
tion costs go up as fertilizer use declines; thus, farming becomes less efficient 
and the economy suffers. 

Historically, this industry has, through various forms of technological progress, 
kept fertilizer prices from advancing as fast as many other prices farmers pay 
tomakeacrop. See table A appended. 

The increase in price as reflected in index numbers published by the United 
States Department of Agriculture shows an increase of 13.9 percent for the 10-year 
period 1947 to 1957. It is significant that the fertilizer-price index instead of 
advancing has by now (1957) declined to the 1951 level. It is also significant 
that the fertilizer-price index has advanced less than any commodity, including 
wages, during the period 1947-57. 

Historically, this industry has opposed freight-rate increases which have ad- 
vanced phenomenally since the beginning of the Hw Parte cases in 1946. See 
table B appended. 
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As contrasted with a 13.9 percent increase in the prices-paid-by-farmers index, 
in a 10-year period as above, table B shows a 107.7 percent increase in freight rates 
authorized by the ICC in almost the identical period of time. In addition, a fur- 
ther increase in Hz Parte 212 is now pending before the ICC. Hence, in round 
terms in a 10-year period freight-rate increases have been authorized about 10 
times as fast as fertilizer prices have gone up. 

An inevitable result of such increases in the cost of transportation has been 
a shifting in plant location and a diversion in tonnage from the rails to other 
modes of transportation. The railroads have lost volume and revenue accord- 
ingly. Today a large share of materials, which once moved by rail inbound to 
fertilizer-mixing plants, now moves by water and by truck at lower-than-rail- 
freight rates. The outbound movement from the plants to the farms is most 
striking—possibly as high as 90 percent moves not by rail but by truck. Much of 
this change has been brought on by higher freight rates. 

Let me emphasize that while we firmly oppose S. 1313 and H. R. 4353 because 
of their cost-increasing effects, the fertilizer industry needs and appreciates 
efficient rail transportation. Yet in the face of this need more and more fertilizer 
traffic is being forced off the rails by rising rate costs. Such course of action, 
which we have experienced for several years, brings no benefit to the railroads, 
to their workers, whether active or retired, to the fertilizer industry nor to 
American agriculture. 

TABLE A.—Prices paid by farmers 


[Index numbers (1947-49= 100)] 











Farm | Building Wage Farm | 
|} machinery and fencing rates supplies | Fertilizer 
| material | 
| 
bianca’ etwlondinmakmus | 86 | 93 | 7 95 93 
1948 , tl a 101 104 103 100 102 
1949_. : ; 113 103 100 105 105 
1950. 115 105 99 105 101 
Ba ie asa Sat sas stash inieijabig o onohiten clceiamntnaren 124 | 117 109 112 106 
a Sack ubissa init atk iit alge masta Ail ean 129 | 118 117 119 | 109 
1953 » 130 | 118 | 119 120 | 110 
inuticcbestddnsoessducuiatdedeurat | 131 119 119 117 108 
eins she. nestaaiabaine ionieed niemnds deeaelnG nate esc a 132 122 | 120 114 107 
Ps eaaadkcespekddnendaatl petal nicks 138 127 | 125 117 105 
RCN ORE SER ETT of 7 146 131 130 122 106 
SE 6 acnudcccknameninensedcuadasalamane aipenitde isthe siedecmaasal We itxataves nieces sieicegteiiiialiaiis 
DE ihake thccrcoadiow cnt grtcsddntaAtavednes tedagh apts | 151 | OEE Tutdaetanwiuleean afl SOE Bcnald coteiien 
Ss csnitisieaiinn citietntiibedbnion ne ch sccaneidgiae [----2---=-=- TD hcinictttnaats 106 
| | | 





Source: U. S. Department of Agriculture. 
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Mr. Mack. Mr. Chairman, I have an inquiry to make. 

The Cuarrman. Mr. Mack. 

Mr. Mack. I am wondering if these gentlemen from the other organ- 
izations will be available this afternoon for questioning. 

The CHarrMan. I assume so. 

Mr. Trurrr. Certainly. 

Mr. Trices. I willnot be. Ihave to leave town. 

The CHarrMan. Pardon me? 

Mr. Triaes. I will not be able to be here this afternoon, sir. 

The Cuarrman. You will not be here this afternoon ? 

Mr. Mack. Mr. Chairman, I wonder if the Farm Bureau will have 
a representative here for that purpose. 

Mr. Trices. I am afraid we do not have anybody that could be here. 

Mr. Mack. Thank you, Mr. Chairman. 

The Cuatrman. This concludes the list of witnesses on behalf of the 
railroad industry. 

The hourisup. It is very well timed, I might say. 

Now representing the railway brotherhoods, Mr. Michael Fox, presi- 
dent of the railway employees’ department of the AFL-CIO. 

Mr. Fox. 


STATEMENT OF MICHAEL FOX, PRESIDENT, RAILWAY EMPLOYEES 
DEPARTMENT OF THE AFL-CIO 


Mr. Fox. Thank you, Mr. Chairman. 

My name is Michael Fox, and I am president of the railway em- 
ployees’ department, AFL-CIO. I have offices in Chicago, Ill., but 
I am appearing here today as the representative of the Railway Labor 
Executives’ Association. 

The RLEA, as the members of this committee know, represents all 
of the standard railway labor organizations. 

First of all, I should like to remind this committee that the pur- 
pose of this hearing and the legislative proposal before your comm't- 
tee is H. R. 4353, a bill to amend the Railroad Retirement Act and ‘ha 
Railroad Unemployment Insurance Act. 

This legislation, introduced almost 3 years ago, is badly needed to 
offset the constantly increasing costs of living. 

From what has been said to the committee today and from other 
testimony of railroad management on the Hill in the last few weeks, 
one would get the impression that this committee and the comparable 
Senate committee is still considering the problems which were handled 
by your committee and the Smathers committee in the Senate some 
few weeks ago. 

As you know, these problems were discussed thoroughly and in 
great detail by both Houses and legislation has been the result. It is 
my understanding that a preponderant majority of the proposals of 
the railroad management spokesman were incorporated in the finished 
legislative product. 

Therefore we are not now discussing the economic health of the 
railroad industry, but rather the very grave needs of more than 700,000 
retired men and women who are looking to this committee and to this 
Congress for some relief in their hour of need. 

Within the last few months this Congress has increased the pay of 
all Federal employees. Within the next few days this Congress un- 
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doubtedly will increase the benefits of all persons covered by the Social 
Security Act in a very sizable amount. Recently this Congress in- 
creased the pay of all persons in the Military Establishment. In 
many ways Congress has treated with the rising cost of living con- 
fronting citizens throughout our land. 

The Railway Labor Executives’ Association believes that it would 
be a great mistake for this Congress to adjourn without affording some 
relief to the thousands and thousands of retired railroad workers who 
have been hit just as hard as any other segment of our society. 

When we talk about providing more nearly adequate benefits for our 
people under the Railroad Retirement Act we talk about new money. 
Certainly, we must raise additional funds. But we know that in 
raising these funds we must be responsible. We realize that manage- 
ment must assume its share of this burden and the employees must also 
carry their load. 

I should like to remind this committee that it is no less difficult for 
the employees of this industry to come before your committee and 
suggest that their tax rate be ‘ncreased to 714 percent and that the tax 
base be increased to $400 than it is for anyone to suggest that railroad 
management assume these burdens. 

One would think, in listening to the testimony here before your 
committee, that only railroad management was being asked to assume 
additional burdens. This is not so. The railroad employees realize 
that if we are to take care of the needs of retired people throughout 
this land, we must all share in the cost of providing these benefits. 

Following me on the stand will be Mr. Winfield Homer, an econ- 
omist and an associate in the labor bureau of the Middle West. Mr. 
Homer is completely familiar with the financial situation on the Amer- 
ican railroads and will discuss with you the claims made before your 
committee by the representatives of management in connection with 
their ability or their lack of ability to pay their share of what the 
benefits proposed in this legislation would cost. 

At this point, however, I should like to remind the committee that 
the Railway Labor Executives’ Association has written to Chairman 
Harris, with a copy to each member of the committee, informing Mr. 
Harris that we would agree to the enactment by your committee of a 
bill similar to that reported by the Subcommittee on Railroad Retire- 
ment of the Senate committee, with the addition of an amendment 
coverning the temporary unemployment problem. 

In this Senate bill the applicable date for the tax increase under the 
Railroad Retirement Act and the base increase under the Railroad 
Retirement Act is July 1, 1959. 

Therefore, if your committee adopts our proposal, there will be no 
increase in Railroad Retirement Act taxes to the railroad industry until 
July 1, 1959. 

We feel very confident that by July 1 of next year the railroads will 
be in a position to assume their share of the cost of this program. 
Certainly the Smathers-Harris program will be in full operation by 
that time and the railroads will be in a much stronger position as a 
result. In addition, all economic indicators point to a sharp upturn 
in the economy this fall. The stock market indicates that the railroads 
are in a much stronger position right now than they were 60 days ago. 

The Railway Labor Executives’ Association has great confidence in 
the future of our railroad system. 
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We do not believe that this system is going bankrupt, nor do we 
believe that this system is not able to keep pace with the times. We are 
certain that we can meet our obligations to our employees and to those 
people who have gone before us. 

We must never forget that the obligation our industry owes to its 
retired people is just as important as any fixed charge that the rail- 
road leat might carry in its annual financial report. We must 
constantly strive to improve the benefits under our retirement system 
in order that the monthly income of retired people might have some 
relation to the actual cost of living. 

It is meaningless to say to a man or woman that we will give them 
$100 or $150 or $200 a month in retirement income if these amounts 
have no relation to what it actually costs a man to live in the times 
and in the place where he is living. 

In closing, let me urge again on your committee that the principal 
problem with which you are confronted is how to treat with the con- 
stant increases in the cost of living that have confronted retired rail- 
road men and women throughout this country. 

Certainly this requires money. Certainly, this requires some sacri- 
fice on our part and some on the part of the railroad management, but 
I submit to you that it is not possible for us to delay action in this field 
any longer. 

We cannot ask these people to wait another 6 months or another 
year for relief when every month’s statistics indicate that costs are 
going up and up and up. 

Railroad employees of the Nation are willing to assume their share 
of what these benefits will cost. We know that railroad management 
has never been willing to admit that any improvement in these benefits 
was needed. Every time this subject has come before the Congress, 
the railroads have pleaded poverty. Our industry can and must have 
this program. 

We urge on you the enactment of H. R. 4353, with amendments, 
which would make the bill similar to the Senate subcommittee version 
of S. 1313. 

Mr. Chairman and gentlemen, I thank you very much. 

The Cuatrman. Thank you very much, Mr. Fox. 

Mr. Winfield M. Homer? 

I suppose you will be around this afternoon, too, Mr. Fox? 

Mr. Fox. Yes, sir. 

The Cuarrman. Mr. Homer, you may proceed. 


STATEMENT OF WINFIELD M. HOMER, ECONOMIC ADVISER FOR 
RAILWAY LABOR EXECUTIVES’ ASSOCIATION 


Mr. Homer. My name is Winfield M. Homer. I am associated with 
O. David Zimring and E. L. Oliver in the Labor Bureau of Middle 
West with offices in Washington and Chicago. 

I appear here as economic adviser to the Railway Labor Executives’ 
Association to respond to certain statements made in opposition to 
H. R. 4353 by the Association of American Railroads and by other 
carriers. 

The statement of the Association of American Railroads is full of 
inaccuracies and distortions. It is aimed at misleading the House 
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as to the true costs of the proposed legislation and its effects on the 
current railroad position. 

This brief reply is intended only to reveal these distortions and 
not to review the equities which favor and demand the passage of this 
important change in the railroad social insurance system. 

I may state that a full understanding of the railroads’ position 
cannot be gleaned from consideration of what has happened in 1958. 
An overall appraisal of the railroads’ position was made by Mr. G. E. 
Leighty, chairman of the Railway Labor Executives’ Association, and 
presented to this committee a few months ago. 

I shall not try to repeat or make the type of analysis or appraisal 
that Mr. Leighty made. 

This written statement which is before you is designed primarily 
to deal with the statements which were made by Mr. Loomis, the 
spokesman for the Association of American Railroads. 

In the course of my statement this morning, however, I shall also 
comment briefly on some of the things which have been said by the 
other carrier representatives appearing here this morning. 

We shall show the following: 

First, the railroads have overstated the real cost of this bill. 

Secondly, the depressed earnings shown for the railroads are not 
a reliable index of this industry’s present position. 

Thirdly, the cash position of the carriers has been distorted in the 
statements made here. It is nowhere nearly as bad as they suggest. 

Fourth, the carriers’ position can be expected to improve in the next 
year and improve before this proposed legislation will become effective. 

Fifth, the changes in the social insurance system covering the rail- 
road industry should be based on long-term factors, not on the tempo- 
‘ary influences now apparent in the railroad picture. 

Turning to my first point, the railroads have substantially over- 
stated the cost of this bill: 

Mr. Loomis’ statement, the AAR statement, says on page 1 that 
H. R. 4353 would impose additional taxes of $185 million per year. 

Now, this is heavily overstated on any basis. This overstatement 
is in keeping with what seems to be a general policy of the carriers in 
responding to any requests made by the employees, however large or 
however modest they may be. 

Through the years, in every wage movement or rules movement, 
before every arbitration board or Presidential emergency board, the 
carriers introduce heavily inflated estimates of cost. There are some 
striking illustrations of this in the presentation made here by the 
carriers. 

On page 4 of Mr. Loomis’ statement, table 2 purports to show: 

Increased wage costs of class I railroads, May 1, 1957, to May 1, 1958— 
on an annual basis— 

* * * adjusted to thé depressed level of employment in 1958. 


This is typical of the distortions made in the carriers’ statement. 
This statement suggests that total wages—exclusive of payroll taxes— 
increased $396 million between May 1, 1957, and May 1, 1958. 

In the first 4 months of 1958, total compensation of all railroad 


workers was $1,601 million as against $1,723 in the same period of 


1957—a decline of $122 million—not an increase of $396 million. 
They also show an increase of payroll taxes of $19,600,000. 
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Actually, in the first 4 months of 1958, payroll taxes dropped ‘by 
$8,188,074 from their 1957 level—a decline of 7.2 percent. And that 
in spite of the fact that the tax rate increased by one-half of 1 percent 
between those 2 periods. 

Their estimate of increased tax cost to result from the proposed 
legislation before the committee is heavily exaggerated. That is, the 
tax cost that would result from this proposed legislation. 

Using the tax base of the first 5 months of the year, and applying the 
proposed total tax rate of 11.5 percent in place of the 8.75 percent 
actually in effect, yields a total tax of $172 million. Details on this 
computation and the following computations are appended as table I, 
which has been appended to this statement. 

This $172 million may be increased by about. 10 percent additional 
to allow for the raising of the monthly taxable income maximum 
from $350 to $400 per month. Thus, the total tax for the 5 months 
would be about $190 million. In the same period of 1957, the total 
taxes were $143 million. 

Thus, the apparent increase would be only about $47 million for 5 
months, or about $113 million for a full 12-month period as compared 
to $185 million shown by the carriers. 

Furthermore, this amount would be offset by a reduction in income 
taxes for most carriers. 

The organizations have proposed a change in this bill to provide 
that the increase in the Railroad Retirement Act tax will not become 
effective until July 1959; and the unemployment insurance tax will 
not become effective until January 1, 1959; consequently, there will 
be no increased cost to the railroads this year, in 1958. 

The above estimate—speaking, now, of the $115 million—itself ac- 
tually overstates the additional amount that will be needed next 
year. 

The actual increase will be only 55 percent of the—that amount for 
the first half of next year, and the increase for the full year about 
23 percent less than the above estimate. It is clear that the railroad 
estimates are heavily overstated. 

Now, actually reducing the $113 million estimate by the amount 
needed to put into effect the different effective dates of these tax in- 
creases would reduce that to about $87 million a year rather than 
$113 million. 1 

Increases in tax rates do not necessarily generate proportionate in- 
creases in the carriers’ total tax bill. 

In table II appended, we have shown the total payroll taxes— 
including Railroad Retirement and Railroad Unemployment Insur- 
ance Act taxes paid by the class I railways in every postwar year. 

In 1946, their total tax bill was $254,362,000. 

In 1957, it was $341,578,000. 

Between those 2 years, the total payroll of railway workers was 
increased very substantially as a result of postwar increases in wages; 
the Crosser bill became applicable, as did later amendments to the 
Retirement and Unemployment Insurance Acts. 

Yet, in 1957, carriers’ payroll taxes were less than $90 million above 
the level of 1946. 

From 1957 to 1958, the unemployment-insurance tax rose by one- 
half of 1 percent. Yet, the aggregate payroll taxes in the first 5 
months of 1958 were 8 percent below those of 1957. 
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Clearly, the carriers’ estimate is overstated to a substantial de- 
ee. 
Tilliewn, I would like to refer to table II. This is appended, the 
second of the two tables appended to this statement. You will note 
that the years 1946-47, there was an increase in the aggregate taxes 
paid by the carriers. From 1947 to 1948, there was a sharp decline. 

Now, that was a result, of course, of the fact that the sliding scale 
for unemployment-insurance taxes went into effect in 1948, and 
throughout the years which followed, the tax rate of the railways 
increased very little until 1956, when increased layoffs and unem- 
ployment of railway employees took up so much of the reserves of 
the unemployment-insurance fund that the sliding scale increased 
automatically the tax rates applicable to the railways in 1956 and 1957. 

In spite of that fact, and in spite of the fact that through these years 
wages were increased very substantially, the 1957 tax bill was less 
than the 1947 tax bill. 

Now, some of the spokesmen who appeared here—Mr. Dearmond, 
Mr. Loomis—have commented rather extensively about what they 
consider to be the unfairness of higher tax rates for the railroad 
industries than in other industries. 

I am sure the members of this committee realize that most major 
employers in other industries — supplementary pension plans 
for their employees. <A careful appraisal of such plans was made by 
Mr. Robert J. Myers, Chief Actuary of the Social Security Adminis- 
tration. 

He estimated the overall costs of other industries, including the 
social-security retirement benefits and the cost of the supplementary 
pensions. He found them combined to be well above the cost of the 
Railroad Retirement Act to the railroads. 

Mr. Loomis stated that the railroads already pay more for such 
benefits than do their competitors. This is not true. 

Throughout the airline industry, most employers provide far better 
retirement plans than the railroads do. Trucking companies also 
provide substantial supplementary pensions. And the cost to the com- 
panies of these plans are added to their social-security contributions. 
They exceed the contributions of the railways under the Retirement 
Act. 

Now, other industries also provide sick leave and sick benefit plans. 
Some of them also have supplemental unemployment benefits which 
add to the unemployment insurance these employees receive when 
they are unemployed. 

The railroads conveniently forget to take all of these things into 
account when they make general statements comparing their social- 
insurance costs with those of other industries. 

These other industries have adopted these supplemental plans, pen- 
sion plans, supplemental unemployment plans, sick leave, sick and 
accident benefits during the period of 1947 and 1957. 

Yet, during that period, there wasn’t any increase in the taxes paid 
for similar benefits under the Railroad Retirement and Railroad Un- 
employment Insurance Acts. 

I turn now to the second of my points: the depressed earnings shown 
for the railroads are not a reliable index of the industry’s present 
position. 
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The railroads’ current position is not as bad as their spokesmen here 
would have you believe. They have emphasized the results of operation 
during the first few months of this year—1958. This has combined the 
effects of two important influences: the seasonal effect of the lowest 
traffic and earnings period of the year—that is primarily the months, 
of course, of January and February, which are normally low traffic 
months and low earnings months. That has been combined with the 
effect of the general economic recession. 

Using this completely subnormal period as a standard, the carriers 
have suggested a picture of despair, hopelessness and certain bank- 
ruptcy. The committee should not be misled. 

The period we have passed through in the early part of this year 
was similar to that of our other two postwar recessions. 

In table III attached, we show the number of railways reporting net 
deficits by months in each month of the years 1949 through 1958. 

The carriers have emphasized the great number having deficits in 
the early months of this year. In January 1958 37 railways showed 
net deficits. This means that those railways failed to make all of their 
charges during that month. Net income, or net deficit, is the net left 
after deducting all operating expenses, depreciation, taxes, and fixed 
and contingent charges. 

It is not unusual for many carriers to show such deficits in January. 
In January 1949 there were 39 such carriers. In January 1959 there 
were 39; in January 1954 there were 46 such carriers. 

That compares with 37 shown in January of this year. 

A similar picture holds true for February and several other early 
months of the year. 

Many carriers—even during normal or good years—have deficits in 
their net income columns during this period. But this doesn’t mean 
that they will all continue in the red for the whole year. 

In 1949, for example, although 39 railways had net deficits in 
January and 40 in February, and even 30 and 40 showed deficits in 
many of the later months, at the end of the year, when the books were 
balanced, only 22 showed net deficits, and the total aggregate deficit 
for the whole group—the 22 carriers—was only $29,118,800. 

This was the worst profit year the carriers had in this postwar 
period, excluding, that is, 1946; but the industry as a whole showed a 
net income for the year of $438,034,600, not a net deficit but a net 
income for the year of $438 million. 

A fairer estimate of the current railway position can be gained from 
a comparison of the net cash flow of carriers this year with that of 
other recession years during the postwar period. 

The net cash flow is shown by months for a series of years on our 
attached table IV. 

The cash flow is the total amount of cash earned as net income or 
set aside in depreciation reserves by the carriers from their operations 
in the period; that is, it is the sum of net income and depreciation 
accruals, 

In the early months of this year, the cash flow of class I railways— 
shown on page 3 of table [V—ranged from a low of $39,052,000 in 
February to over $74 million in both March and May. 








34 RAILROAD RETIREMENT 


It will be noted that the amounts shown for 1958 were as good or 
better than the amounts shown for the comparable months of 1948 and 
1949, and were not much below those for 1950 and 1954. 

Actually, the results of the first 5 months of any year is not neces- 
sarily a sound basis for predicting results for the year. 

I append here a table which shows the net income for 5 months and 
for the year, the years 1949 and 1954. I ask that the table be copied 
in the record. 

(The table referred to is as follows :) 


Net income all class I railways, 5 months and yearly, 1949 and 1954 





Percent of 


¢ Year | 5 months Year 


yearly net 
| earned in 
| 5 months 
Mh enadlitee ee 
i Phtpieskeddaihdadiitepaeescastosess edie e cena | $130, 260, 473 | $438, 068, 612 29.7 
Tie ss statins es §8han pasado btanbeibch inidid tidgottobneng 165, 370, 314 | 673, 597,014 24.6 
| 





Mr. Homer. I simply comment that the proportion of net earned 
in the first 5 months of 1949 was 29.7 percent. In 1954, only 24.6 
percent. 

The reason we can’t rely on the first 5 months’ results in appraising 
the overall position of the carriers is twofold: 

First of all, a relatively high proportion of carriers normally run 
deficits in this period. 

Secondly, only a relatively small portion of net income is made 
in these low-traflic months. 

That is, particularly, in January and February, which, of course, 
have a strong effect on the first 5 months’ earnings. 

The expected costs of increased taxes under H. R. 4353, even if they 
were to be effective this year, should be measured on the expected 
results for the whole year, not just the poorest months. Of course, 
the bill will not go into effect until 1959, when results should be much 
better. 

C. The cash position of the carriers is distorted in the AAR state- 
ment. 

The AAR statement emphasized the April 30 level of cash. 

This is normally a low point in each year. At the end of April in 
1954, the carriers had $475 million in net working capital; yet, by the 
end of that year, they had $709 million. 

A similar situation existed in 1949. After 4 months, they had only 
$529 million; by the end of the year, they had increased to $645 
million. 

Thus, the comparatively low level of net working capital as of 
April 30, 1958—$336 million—is neither unusual nor dangerous. 

1 would like to refer again briefly to table IV, page 3, of table IV. 

Now, this shows that in the month of April 1958, the railroads took 
in $66,908,000. That amount is, of course, what is left after they have 
paid all charges, all taxes, everything but depreciation. 

Now, Mr. Loomis stated on page 8 of his statement here that they 
had $390 million in maturing debt in the next 12 months. 

Now, 1 month’s share of $390 million is about $33 million per month. 
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If you will measure that against the $66,908,000 cash flow the car- 
riers had left from their operations in April of this year, you will find 
it is well covered. 

They had twice as much as would be needed to cover maturities 
as stated by Mr. Loomis. 

Now, actually, the carriers have a great deal more control over their 
cash resources than they indicate. 

Mr. Symes testified here—Mr. Symes is president of the Pennsyl- 
vania—and stated to the annual meeting of his stockholders this year, 
May of this year, that his company 4 years ago had arranged for a 
standby credit of $50 million. Fifty million—I am quoting him: 


* * * to tide them over an emergency situation. 


As of last May, Mr. Symes stated to the Pennsylvania stockholders 
that the road had not yet had to draw on that $50 million credit, and he 
was confident it would not be needed this year. 

Now, that statement I took from the New York Times as of May 
14, 1958, page 45. 

Throughout the postwar years, the carriers have continually had 
good results from a cash point of view. 

Table 5 shows the total net cash flow of the carriers through the 
years and the total amounts of outstanding equipment obligations. 
These obligations usually mature in 10 to 15 years 

It is clear that the cash flow of the carriers after deducting all ex- 
penses of operation, taxes, and fixed and contingent charges has been 
more than enough to meet the cash requirements of debt maturities. 

My fourth point—the carrier position can be expected to improve in 
the next year: 

The position of the carriers is certainly not hopeless or at any dead 
end. 

The administration has made many predictions of better days to 
come, and there have already been some evidences of a change for the 
better in the general business situation. 

Among the signs that many economists today recognize as signals 
of recovery are “the pickup in building awards, the very recent re- 
bound in the steel business, the rise in new orders of manufacturers, 
and the upturn in average weekly hours of factory workers. 

Building awards in June 1958 rose to $3.8 billion, according to the 
F. W. Dodge Corp. They stated a quotation in the Wall Street 
Journal: 

* * * by far the highest figure ever reported for a single month— 


and 18 percent over the same month last year. 

That appeared in the Wall Street Journal, July 30, 1958. 

I may say these are adjusted data for seasonal variations, so these 
increases in new orders are not simply a reflection of a seasonal change. 

The steel industry has reported that incoming business in July 1958 
has provided a pleasant surprise, and oper ations in Pittsburgh, Chi- 
cago, and Youngstown are all reporting plans to step up production. 
That was in the Wall Street Journal, July 28, 1958. 

For 2 successive months now, manufacturers’ new orders have heen 
rising. The latest data covering the month of June show that month 


| 
| 
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advancing above May, and May had advanced over the April level. 
That was reported in the Wall Street Journal July 31, 1958. 

Average weekly hours have risen for 2 months in a row also, from 
April to May and from May to June. This was reported in Survey of 
Current Business, as of July 1958. 

We believe the effect of these conditions will soon be apparent in 
railroad business. 

In each of the last 2 weeks reported, carloadings have shown greater 
increases than usual for this season. From the week ending July 12 
to July 19, carloadings increased 18.3 percent as against 9.3 percent last 
year. In the following week, they rose 4.5 percent more, as against a 
decline of 1 percent last year. 

Some railroad managements are already reacting to the change in 
their work programs. 

We understand the New York Central is calling back several thou- 
sand furloughed workers and is reinstituting several construction 
programs it had cut out a year ago when business started to turn 
down. 

Since July 1, the Norfolk & Western Railroad has ordered more 
than 200 new diesel locomotives. I notice in the Wall Street Journal 
that Mr. Dearmont’s road, the Missouri Pacific, is not, like a number 
of other railroads, cutting down on passenger service but actually 
expanding and pushing passenger business. It is reported in the 
Wall Street Journal on July 31 that: 

While mounting passenger losses are leading many railroads to slash service, 
the Mopac is speeding full throttle in the opposite direction. For the past sev- 
eral months the road has been slashing fares, offering cut-rate sleeping accom- 
modations, sprucing up service, and dishing out low-cost meals to coach pas- 
senzgers. 

This fully loaded Eagle is one symbol of the early success of the Mopac cam- 


paign. Mopac is pulling passengers from competing railroads, buses, and even 
airlines in its mid-America area. 


The Eagle, of course, is one of the crack trains of the Missouri 
Pacific Railroad. 

Moreover, the railways except to realize substantial benefits from 
other legislation that has been passed by the Senate and House of 
Representatives. The Transportation Act of 1958 provides relief 
for the railways on several different fronts—affecting competition 
with some other agencies—and including direct financial aid through 
Government-guaranteed loans. These benefits will be available to 
the railways for many months before they feel the full effects of 
our proposal, which, of course, won’t become at all effective until 
next year, and our proposed bill not until the middle of next year 
for the Railroad Retirement Act tax portion. 

There has been a suggestion made in this proceeding that the 
foregoing of benefits and wage increases can have a good effect on 
holding railroad jobs and on increasing employment. Now, that 
just isn’t true. 

In 1931 all of these railroad organizations signed an agreement 
with the railways to take a deduction in wages of 10 percent. That 
became effective in February of 1932. In the next 3 years the rail- 
roads eliminated 300,000 jobs, after the employees had agreed to take 
a wage cut. A suggestion made here that a forgoing of a necessary 
improvement in the social-insurance program might help railroad 
jobs I don’t think can be believed. 
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Changes in the social insurance system covering the railway indus- 
try should be based on long-term factors, not on the temporary influ- 
ences now apparent. : 

The railroads have emphasized economic conditions which are 
clearly only temporary in effect. These low earnings result—as we 
have pointed out above—from the temporary operation of recession 
conditions coupled with the effects of low seasonal traffic and income. 
Clearly, this is no reliable basis for making decisions as to the social- 
insurance benefits that are appropriate for railway workers. In evi- 
dence that has been presented to the committee in great detail, we 
have demonstrated conclusively the need for the amendments pro- 
posed. Our proposals were based on the assumption that the’ indus- 
try, in the long run, is essential to the welfare of the American peo- 
ple and has a definite future. This long-run picture is not substan- 
tially modified by any of the temporary influences stressed by the 
carriers. Railroad workers need the benefits embodied in this legis- 
lation. 

I thank you very much. 

The Cratrman. Thank you very much, Mr. Homer. 

(Mr. Homer’s full prepared paper is as follows :) 


STATEMENT OF WINFIELD M. Homer, Economic ADVISER FOR RAILWAY LABOR 
EXECUTIVES’ ASSOCIATION 


My name is Winfiela M. Homer. I am associated with O. David Zimring 
and E. L. Oliver in the Labor Bureau of Middle West with offices in Washington 
and Chicago. I appear here as economic adviser to the Railway Labor Execu- 
tives’ Association to respond to certain statements made in opposition to H. R. 
4353 by the Association of American Railroads. 

The statement of the Association of American Railroads is full of inaccuracies 
and distortions, and is aimed at misleading the House as to the true costs of 
the proposed legislation and its effects on the current railroad position. 

This brief reply is intended only to reveal these distortions and not to review 
the equities which favor and demand the passage of this important change in 
the railroad social-insurance system. We shall show the following: 

A. The AAR has overstated the real cost of the bill. 

B. The depressed earnings shown for the railroads are not a reliable index 
of the industry's present position. 

C. The cash position of the carriers has been distorted in the AAR 
statement. 

D. The carriers’ position can be expected to improve in the next year. 

E. Changes in the social-insurance system covering the railroad industry 
should be based on long-term factors, not on the temporary influences now 
apparent. 


A. The AAR has substantially overstated the costs of this bill 


The AAR states on page 1 of its submission, that H. R. 4353 would impose 
additional taxes of $185 million per year. This is heavily overstated on any 
basis. This overstatement is in keeping with what seems to be a general policy 
of the carriers in responding to any requests made by the employees, however 
large or however modest they may be. Through the years, in every wage move- 
ment or rules movement, before every arbitration board or Presidential emer- 
gency board, the carriers introduce heavily inflated estimates of cost. There 
are some striking illustrations of this in the presentation made here by the car- 
riers. On page 4 of the AAR statement table 2 purports to show “increased wage 
costs of class I railroads, May 1, 1957, to May 1, 1958,” on an annual basis 
“adjusted to the depressed level of employment in 1958.” This is typical of the 
distortions made in the carriers’ statement. This statement suggests that total 
wages (exclusive of payroll taxes) increased $396 million between May 1, 1957, 
and May 1, 1958. In the first 4 months of 1958 total compensation of all railroad 
workers was $1,601 million as against $1,723 million in the same period of 1957— 
a decline of $122 million, not an increase of $396 million. They also show an 
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increase of payroll taxes of $19,600,000. Actually, in the first 4 months of 1958, 
payroll taxes dropped by $8,188,074 from their 1957 level, a decline of 7.2 percent. 

Their estimate of increased tax cost to result from the proposed legislation 
before this committee is heavily exaggerated. Using the tax base of the first 
5 months of the year, and applying the proposed total tax rate of 11.5 percent in 
place of the 8.75 percent actually in effect, yields a total tax of $172 million.* 
This may be increased by about 10 percent additional to allow for the raising of 
the monthly taxable income maximum from $350 to $400 per month. Thus the 
total tax for the 5 months would be about $190 million. In the same period of 
1957, the total taxes were $143 million. Thus, the apparent increase would be 
only about $47 million for 5 months, or about $113 million for a full 12-month 
period as compared to $185 million shown by the carriers. Furthermore, this 
amount would be offset by a reduction in income taxes for most carriers. 

The organizations have proposed a change in this bill to provide that the 
increase in the Railroad Retirement Act tax will not become effective until July 
1959; and the unemployment-insurance tax will not become effective until Jan- 
uary 1, 1959; consequently there will be no increased cost to the railroads in 
1958. The above estimate itself actually overstates the additional amount that 
will be needed next year. The actual increase will be only 55 percent of the 
above amount for the first half of next year, and the increase for the full year 
about 23 percent less than the above estimate. It is clear that the railroad esti- 
mates are heavily overstated. 

Increases in tax rates do not necessarily generate proportionate increases in 
the carriers’ total tax bill. In table II appended, we have shown the total payroll 
taxes—including Railroad Retirement and Railroad Unemployment Insurance 
Act taxes paid by the class J railways in every postwar year. In 1946, their total 
tax bill was $254,362,000. In 1957, it was $341,578,000. Between those 2 years, 
the total payroll of railway workers was increased substantially as a result of 
postwar increases in wages; the Crosser bill became aplicable, as did later amend- 
ments to the Retirement and Unemployment Insurance Acts. Yet, in 1957, car- 
riers’ payroll taxes were less than $90 million above the level of 1946. From 
1957 to 1958, the unemployment-insurance tax rose by one-half of 1 percent. Yet 
the aggregate payroll taxes in the first 5 months of 1958 were 8 percent below 
those of 1957. 

The carriers’ estimate of the cost of this legislation is clearly overstated to a 
substantial degree. 


B. The depressed earnings shown for the railroads are not a reliable index of the 
industry's present position 

The railroads’ current position is not as bad as their spokesmen here would 
have you believe. They have emphasized the results of operation during the 
first few months of this year—1958. This has combined the effects of two impor- 
tant influences—the seasonal effect of the lowest traffic and earnings period of 
the year, and the effect of the general economic recession. Using this completely 
subnormal period as a standard the carriers have suggested a picture of despair, 
hopelessness, and certain bankruptcy. The committee should not be misled. 

The period we have passed through in the early part of this year was similar to 
that of our other two postwar recessions. In table III attached, we show the 
number of railways reporting net deficits by months in each month of the years 
1949 through 1958. The carriers have emphasized the great number having 
deficits in the early months of this year. In January 1958, 37 railways showed 
net deficits. This means that those 37 carriers failed to make all of their 
charges during that month. Net income is the net left after deducting all 
operating expenses, depreciation, taxes, and fixed and contingent charges. It 
is not unusual for many carriers to show such deficits in January. In January 
1949 there were 39 such carriers. In January 1950, 39; in January 1954, 46. 
A similar picture holds true for February and several other early months of 
the year. Many carriers—even during normal or good years—have deficits in 
their net income columns during this period. But, this doesn’t mean that they 
will all continue in the red for the whole year. In 1949, for example, although 
39 railways had net deficits in January and 40 in February, and some even had 
30 and 40 in many of the later months, at the end of the year, when the books 
were balanced, only 22 showed net deficits, and the total aggregate deficit for 





1 Details on this and the following computations are appended as table I. 
' 
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the whole group was only $29,118,800. This was the worst profit year the 
earriers had in the postwar period; but the industry as a whole showed a net 
income for the year of $438,034,600. 

A fairer estimate of the current railway position can be gained from a com- 
parison of the net cash flow of carriers this year with that of other recession 
years during the postwar period. The net cash flow is shown by months for a 
series of years on our attached table IV. The cash flow is the total amount of 
cash earned or set aside in depreciation reserves by the carriers from their 
operations in the period; that is it is the sum of net income and depreciation 
accruals. In the early months of this year, the cash flow of class I railways 
(shown on p. 8 of table IV) ranged from a low of $39,052,000 in February to 
over $74 millions in both March and May. It will be noted that the amounts 
shown for 1958 were as good or better than the amounts shown for the comparable 
months of 1948 and 1949, and were not much below those for 1950 and 1954. 

Actually, the results of the first 5 months of any year is not necessarily a 
sound basis for predicting results for the year, as the following table indicates: 


Net income all class I railways, 5 months and yearly, 1949 and 1954 


Percent of 

Year 5 months Year yearly net 

earned in 

5 months 
Uiincssdinndccactwnwaunde an donna aeeedaeuaiinetnodh wanes $130, 260, 473 | $438, 068, 612 29.7 
Be idsbcksdcsunccbdeuabcbhedbesctidabnddvecdsbaduiedbbacduuad | 165, 370, 314 673, 597,014 24.6 





The reason we can’t rely on the first 5 months’ results in appraising the 
overall position of the carriers is twofold: First of all, a relatively high pro- 
portion of carriers normally run deficits in this period; secondly, only a very 
small portion of net income is made in these low traffic months. The expected 
costs of increased taxes under H. R. 4353 even if they were to be effective this 
year, should be measured on the expected results for the whole year, not just the 
poorest months. Of course, the bill will not go into effect until 1959 when results 
should be much better. 


C. The cash position of the carriers is distorted in the AAR statement 


The AAR statement emphasized the April 30 level of cash. This is normally a 
low point in each year. At the end of April in 1954, the carriers had $475 million 
in net working capital ; yet by the end of the vear, they had $709 million. A sim- 
ilar situation existed in 1949. After 4 months, they had only $529 million; by 
the end of the year they had increased to $645 million. Thus, the comparatively 
low level of net working capital as of April 30, 1958—$336 millions—is neither 
unusual nor dangerous. 

Througout the postwar years, the carriers have continually had good re- 
sults from a cash point of view. Table 5 shows the total net cash flow of the 
earriers through the years and the total amounts of outstanding equipment 
obligations. These obligations usually mature in 10 to 15 years. It is clear that 
the cash flow of the carriers after deducting all expenses of operation, taxes, 
and fixed and contingent charges has been more than enough to meet the cash 
requirements of debt maturities. 

D. The carrier position can be expected to improve in the next year 

The position of the carriers is certainly not hopeless or at any dead end. The 
administration has made many predictions of better days to come, and there 
have already been some evidences of a change for the better in the general 
business situation. Among the signs that many economists today recognize as 
signals of recovery are the pickup in building awards, the very recent rebound 
in the steel business, the rise in new orders of manufacturers, and the upturn 
in average weekly hours of factory workers. 

Building awards in June 1958 rose to $3.8 billions, according to the F. W. 
Dodge Corp., “by far the highest figure ever reported for a single month,” and 
18 percent over the same month last year (Wall Street Journal, July 30, 1958). 
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The steel industry has reported that incoming business in July 1958 has pro- 
vided a pleasant surprise, and operations in Pittsburgh, Chicago, and Young- 
town are all reporting plans to step up production (Wall Street Journal, July 28, 
1958). 

For 2 successive months, now, manufacturers’ new orders have been rising. 
The latest data covering the month of June show that month advancing above 
May and May had advanced over the April level (Wall Street Journal, July 31, 
1958). 

Average weekly hours have risen for 2 months in a row also, from April to 
May and from May to June (Survey of Current Business, July 1958). 

We believe the effect of these conditions will soon be apparent in railroad busi- 
ness. In each of the last 2 weeks reported, carloadings have shown greater 
increases than usual for this season. From the week ending July 12 to July 19, 
carloadings increased 18.3 percent as against 9.3 percent last year. In the fol- 
lowing week they rose 4.5 percent more, as against a decline of 1 percent last 
year. 

Some railroad managements are already reacting to the change in their work 
programs. We understand the New York Central is calling back several thou- 
sand furloughed workers and is reinstituting several construction programs 
it had cut out a year ago when business started to turn down. 

Moreover, the railways expect to realize substantial benetits from other legis- 
lation just passed by the Senate and House of Representatives. The Transpor- 
tation Act of 1958 provides relief for the railways on several different fronts— 
affecting competition with some other agencies—and including direct financial 
aid through Government-guaranteed loans. These benefits will be available to 
the railways for many months before they feel any effects of our proposed bill— 
and, under the proposed version, nearly a full year before the increased rail- 
road retirement taxes become payable. 


BH. Changes in the social insurance system covering the railroad industry should 
be based on long-term factors, not on the temporary influences now apparent 


The railroads have emphasized economic conditions which are clearly only 
temporary in effect. These low earnings result—as we have pointed out above— 
from the temporary operation of recession conditions coupled with the effects 
of low seasonal traffic and income. Clearly, this is no reliable basis for making 
decisions as to the social insurance benefits that are appropriate for railway 
workers. In evidence that has been presented to the committee in great detail, 
we have demonstrated conclusively the need for the amendments proposed. 
Our proposals were based on the assumption that the industry in the long run, 
is essential to the welfare of the American people and has a definite future. This 
long-run picture is not substantiaily modified by any of the temporary influences 
stressed by the carriers. Railroad workers need the benefits embodied in this leg- 
islation, 


TABLE 1.—EHzplanation of cost of increased tax under H. R. 4353 (includes both 
railroad retirement and unemployment insurance tazves) 


A. Payroll taxes paid in Ist 5 months 1958__.._____.__._______ $131, 000, 000 
B. Tax rate (RRRA and RRUIA)—carriers’ portion__percent__ 8. 75 
C. Tax base (from A. and B.) 5 months 1958__.________-__-____ $1, 500, 000, 000 
I am percent__ 11. 50 
7m Lee Ger Gow face for © MIONUNe. KK... ecneeneenee $173, 000, 000 
F. Effect of raising maximum monthly amount per employee 

(based on expectation that 85 percent of employees 

will be affected at least in part by raising of mini- 

ED a ed sata h idl nt ene ei ne aeNnes percent__ 10. 00 
G. Estimated total taxes, adjusted for expected effect of raising 

SO ABNTIED 1 OTT DUO TIE os. whi eerie elgmernceene on $190, 000, 000 
Eh, Aetna) CAROs, CRUNS TOTIOG ROT ane in cies irene san oes $143, 000, 000 
I. Increased taxes over 1957 base, resulting from proposal (5 

I a lace enciietat es ngs oowapbeademeiiat biceipnk:ecctesied els $47, 000, 000 
J. Increased taxes over 1957 base (12 months) —~----__-_---__-_~ $113, 000, 0000 
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TABLE 2.—Payroll taves, railroad employees, 1946-58 | 
i 
Thousand Thousand 
Di elicixwtherdaacmciaemieiheial Se iii iencciiineneentinitinin $288, 008 | 
ee scenes SP Timea 270, 590 [ 
Wes ehinneondlinawe date SOOT ELIE once WBS cin inen ghd le sesiecrecennth 283, 843 I 
tied nnntrtentonnmenhepertenmaggrinnparen 5S, 160 | 1006 22m ours enrene renter 333, 902 i 
pa eee DER GARE E 1 IE np chiapas aan 341, 578 iH 
Woe ot ohh ea dee 286, 129 | 1957 Ist 5 months_______---~_ 143, 155 i 
Fi aoe wkd ee bn ec iain ob ante lk 291, 421 | 1958 1st 5 months____.._-_-_- 131, 476 i 
Source: Interstate Commerce Commission, Statistics of Railways in the United States | 
and Monthly Statements M—100. i 
TABLE 3.—Number of railways with monthly net deficits i 
[Class I line-haul railways] | 
(Dollars in millions] 
| | | inl 
Months 1949 1950 1951 1952 1953 iH 
\ 
ae ot te Ee es ma Renner. pete Pen Mi 
January.----.- . | 39 | 39 | 17 24 | 24 
February -- 40 | 48 38 | 19 | 24 
March..... 29 | 22 | 21 19 18 | 
Avpeil...... 28 23 18 | 22 15 I | 
May.... 32 25 17 21 19 ) 
June... 30 18 25 23 17 | 
July. 41 | 22 33 41 | 19 
August | 27 15 18 18 | 13 
September----- 34 14 26 17 | 20 
October - - - on 41 13 7 17. | 17 
November-.- 25 14 16 | 16 | 22 i 
December - 25 29 21 | 19 26 
12 months: i 
Number of carriers - - -. | 22 15 16 14 15 
Total de ‘cit $29, 118.8 $19, 627. 6 $24,636.8 | $19, 523.8 $19, 599. 5 i 
Net n ome, all railways-. $438, 034. 6 $783, 283. 9 $691, 341.8 | $838, 228.6 | $673, 597.0 i 
Months wee. a co 1956 | 1957 1958 | 
January..............- inkl 46 21 18 | 23 | 37 
IS « « sncs'esdecindah oii tningin seme 38 26 20 24 | 45 
PIAS wocnnanbhabescekecs 23 17 16 | 15 | 33 f 
pI a edt SoS el 25 15 11 | 17 34 if 
De hscccsans abet ekpnncilalbuie 30 14 | 11 16 | 30 
June---.- » ciniinadadiiin ‘ ots 28 14 13 | SP a eee. H 
Gi aie concataaueace ion 30 16 23 I Esctns 4c } 
AE cial sic diomintg a « bdo 20 13 13 OR fo Sere 
September scepecinmeds sical 28 14 10 Ba Pntcawkocoutend i 
IS ns cinbetenlantihends siheniesal 21 11 8 TD Siiednccdeogenn | 
DE Sa senate ; 22 16 13 Nee 
sid: « Antibac wii - 21 20 | Se Gsansaucciedeae ee a 
12 months: | | | 
Number of carriers-_........-| 21 11 11 | ee eee 
Total deficit... _- aa $31, 533. 8 $15, 120.5 $19, 049. 5 SE TE i conenéeiccccemsrmnnat 
Net income all railways.....| $680, 259.6 $920, 700. 5 $879, 001.7 Gey WO Nceasanuawconain 
Source: Interstate Commerce Commission, Monthly Statements, M-125. i 
| 
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Taste 4.—Net cash flow,’ selected years, class I line-haul railways in the 
United States 


{In thousands] 

















Month | 1948 | 1949 | 1950 1950 | 1953 053 | 1k 1955 1985 | 1957 | 1958 
Re $50, 823 | $45,493 | $48, 675 oats | $98, 381 $62,067 | $95,345 | $91, 193 $66, 524 
Ponruary............ 50, 111 39, 931 27, 899 96, 535 66, 194 9), 627 95, 113 39, 052 
Re 67, 637 76, 627 87, 231 113, 012 93, 597 122,250 | 119, 434 74, 718 
Mess lbncdéecaanted 59, 406 74, 179 75, 322 119, 214 83, 523 | 110, 497 109, 247 66, 908 
eT aes 96, 516 7,379 76, 330 | 116, 230 83, 621 130, 899 112, 875 374, 000 
ica ceidibe iia ----| 126, 847 «77, 706 109, 184 121, 817 104, 095 132, 571 BES GEE: Newen~tuse 
Ppcdvethaccorbeccd 109, 481 62, 095 95, 076 114, 139 94,810 | 116,215 GONE i cncnesu 
Paw cick eenen 118, 774 74, 694 133, 730 | 123, 77' 109, 746 135, 186 | 128,650 |........ aie 
September..........- 113, 800 73,475 | 137, 654 122, 987 103,259 | 124, 270 6 oe 
Aenea aR. 116, 529 58, 777 145, 510 130, 351 120, 879 134, 685 ea re 
November........... 95, 790 90, 712 123, 701 101, 943 121, 037 124, 340 eG Fan cc coun 
December..........- 79,450 | 118, 064 | 159, 974 123, 480 162, 342 138, 313 121, 842 | idaovnbwos 


! Net income after all charges and taxes, plus depreciation. 
? Preliminary. 


Source: Interstate Commerce Commission, Monthly Statements, M-125. 


Taste 5.—Net cash flow and equipment obligations outstanding, class I line- 
haul railways, 1921-57 


[In thousands] 

















Depreciation Net cash | Equipment 
Year | Net income charges ! flow obligations 

outstanding 
Nae | $313, 563 | $155, 968 | $469, 531 (2) 
a ee aie 369, 573 | 169, 898 539, 381 (2) 
eels £5, Lik t. BOE wie tian what ee canine dolbiaes 554, 995 | 205, 070 760, 065 | ?) 
STS dt dthi: seat ise naltedicdens bine tienan j 558, 466 | 208, 061 766, 530 | () 
ihihiniceiiachbassdiehaeiidantes aicddendald wiindenenns 700, 831 | 223, 925 924, 756 | ro) 
ee ee ae ee eee ee Sr ne as | 809, O54 | 231, 491 1, 040, 551 | $1, 069, 180 
DEE O Shee cue chs a eake eeesce nic sauseecnece | 672, 900 | 239, 184 912, 084 | 1, 039, 039 
tN oe a elie call cae nisictteredipakienan 786, 824 | 241, 719 1, 028, 543 | 965, 622 
es ee 896, 807 | 259.375 | 1, 156, 182 | 92. 472 
ND nnn Fs A occas seb oee 523, 907 | 243, 253 767, 160 | 932, 970 
RES Te ae ee ees cheald ws lice abi | 134, 762 | 221. 611 356, 373 | 837, 547 
a aie A a a acta will dln atten — 139, 204 | 209, 111 69, 907 | 727, 896 
eek i eee ee —5, 863 | 199 917 | 194, 054 | 623, 325 
ie SERS TAL NRS AES ack vce chal —16, 887 | 192, 387 | 75, 500 | 600, 372 
eS ge a eee hed doabee 7, 539 | 194, 625 | 202, 164 | 524, 556 
ite wie tramp Bak aera econ 164, 630 | 193, 501 358, 131 | 492, 852 
eo. ree eek ee ee | 98, 058 | 197, 035 | 295, 093 | 549, 943 
nn oe —123, 471 | 201, 825 78, 354 438, 018 
ee ee ee noe 93, 182 | 201, 852 | 295, 034 | 425, 406 
1940____- a a aah a Sine 188, 851 | 205, 860 394, 711 | 480, 524 
on ekawekuanntennseiaer | 499, 765 | 233, 340 | 733, 105 624, 593 
Oe eee 901, 713 338, 181 1, 239, 894 | 609, 594 
- SS Bee ee Pee ok ee see 873, 478 465, 525 1, 339, 003 | 773, 604 
ON ee ee hk torhckcededeiue 667, 188 | 540, 461 1, 207, 649 | 780, 685 
ke et 450, 434 | 1, 186, 844 1, 637, 278 | 772, 532 
Biss gn tnnn aon mantaswose ean a 287, 139 | 365, 902 653, 041 | 844, 586 
Ne er ha wo sad de eee oben inchoate 478, 875 | 385, 763 | 864, 638 1, 084, 196 
a le nee ees einnseniiel | 698, 057 | 409, 310 | 1, 107, 367 | 1, 440, 976 
eae re nana 438, 158 441, 658 | 879, 816 1, 692, 647 
ewe a IE RR EP 8 ee By oe 783, 572 466, 589 1, 250, 161 1, 848, 049 
LE ET BASIE ES RATE? 693, 176 | 485, 160 1, 178, 336 | 2, 284, 72: 
I ee ee i ae ea 5, 396 | 513, 059 1, 338, 455 | 2, 581, 570 
OR oa Peds ate tes 903, 227 534, 457 1, 437, 684 | 2, 675, 032 
RI ne tn Be 2 oe ok ae 681, 690 | 547, 267 | 1, 228, 957 | 2, 600, 927 
Peers Fe ERS Fe ere ce eeeen ; 927, 122 554, 597 | 1, 481, 719 2, 532, 153 
RSE OR irs eer ; 876, 333 569,605 | 1, 445, 938 2, 631, 245 
hl Ma Ee alts ile BC ol 733, 998 581, 500 1, 315, 498 | () 





1 Depreciation and retirement charges, 
2 Not available. 


Source: Interstate Commerce Commission, Statistics of Railways in the United States, Statement 
M-125, 


The Cuarrman. We have a statement presented by Mr. Thomas G. 
Stack, president of the National Railroad Pension Forum, Inc., with 
a request that it be included in the record. It will be received in the 
record at this point. 








RAILROAD RETIREMENT 43 


(The prepared paper of Mr. Stack is as follows :) 


WASHINGTON, D. C., August 4, 1958. 


Hon. OREN HARRIS, 
Chairman, Interstate and Foreign Commerce Committee. 

Dear Mr. CHAIRMAN: During the hearings held before your committee in 
March 1957 you will recall that I vigorously took the position, in considerable 
detail, that the unemployment insurance provision sponsored in some of the 
bills being considered should not be associated with provisions for the improve- 
ments asked for in railroad retirement, and that these unemployment insurance 
provisions should merit no consideration by your committee where railroad re- 
tirement legislation was involved. 

Today we find the railroads of the United States so handicapped by the reduc- 
tion in revenues that are the result of the present slump in business that they 
find it a great burden to meet the present scale of taxation for unemployment 
insurance and that the further much increased tax burden that would be put 
upon them by the passage of the unemployment insurance provisions of H. R. 
4353 a financial drain upon their resources almost prohibitive, and likely to 
project many carriers into bankruptcy. 

In an effort to suggest a suitable solution to this very serious problem now 
confronting all of us I have the following recommendation to make: Remove 
the railroad unemployment insurance provisions from the jurisdiction of the 
Railroad Retirement Board and make it a part of the State unemployment in- 
surance system. During the present session of Congress the State unemploy- 
ment insurance system was so liberalized that its provisions would provide ade- 
quate relief from want to those rail workers who may be unemployed. As much 
relief, at least, as may be obtained by the rank and file unemployed workers 
of the Nation. 

A synopsis of the benefits available at so much lower cost than at present 
would indicate that the railroad companies would have their unemployment 
insurance taxes reduced and might then be in a more favorable mood to accept 
the increased taxes that would be necessary to grant the desired benefits under 
the Railroad Retirement Act. 

With the House wage base increased to $400 per month—in accord with 
recent House legislation improving social security—and the tax rate boosted to 
7% percent would provide funds sufficient to wipe out the present deficit in 
the railroad retirement trust fund and would permit granting the benefits that 
the railroad employees so eagerly desire, namely: Retirement at age 60 after 30 
years of service or 35 years service regardless of age; Elimination of the 1924-3 
test period and the substitution there of the average earnings during the best 
5 years prior or subsequent to 1937. These provisions would give us a retire- 
ment law formulated in accordance with the wishes of our present-day workers 
who have been urging the forum, Congress, and the labor unions to have these 
benefits included in the law. 

Today we have some 80,000 rail employee annuitants who are receiving no 
more income than the social security system provides under the guarantee pro- 
vision of the Railroad Retirement Act, which in substance provides that no 
railroad employee will receive less benefits than those provided under the 
Social Security Act, although during their working careers with the railroads 
these employees paid at least three times more in taxes to protect their system 
than did their counterparts under social security. The bill recently put out by 
the House Ways and Means Committee, if enacted into law, will again add 
some 20,000 additional employees to this category. 

It is imperative that we secure additional benefits for our retired people, 
whose hand-to-mouth existence in this economy is tragic. But we must focus 
our sights on the overall picture which involves our present workers. We must 
uphold their standard of living, and see to it that when they retire they shall 
have an adequate living annuity to sustain them during their declining years. 

I urgently appeal to all you gentlemen on this committee that each of you 
give earnest consideration to all these measures before attempting to pass any 
bill to liberalize benefits under our retirement system. 

I will be glad at any time to appear before your committee in the interest and 
for the benefit of those we aim to serve. 

Sincerely yours, 
THOMAS G, STACK, 
President, National Railroad Pension Forum, Ine. 


| 
| 
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The Cuarrman. We have a statement from Mr. Grant Arnold on 
behalf of the National Industrial Traffic League, and also from the 
Railway Progress Institute, Mr. Holcombe Parkes, president. These 
two statements will also be included in the record. 

(The statement of Mr. Arnold and the statement of Mr. Parkes 
are as follows:) 








STATEMENT OF GRANT ARNOLD, ON BEHALF OF THE NATIONAL INDUSTRIAL 
TRAFFIC LEAGUE 






My name is Grant Arnold. I am president of the National Industrial Traffic 
League of Washington, D. C. I appear on behalf of the league in opposition 
to H. R. 4353. 

The National Industrial Traffic League is a national organization of those 
directly and individually engaged in the shipment and receipt of commodities; 
its membership also includes chambers of commerce, boards of trade, and similar 
commercial organizations whose members likewise have a substantial and 
continuing interest in traffic and transportation matters. The league repre- 
sents and expresses the interest of those who actually ship and receive freight, 
the payers of transportation charges; it has no carrier membership. Member- 
ship is drawn from all parts of the United States and includes practically every 
line of industrial and commercial activity. Members make use of all of the 
different types of transportation, railroad, motor carrier, water, air and pipeline, 
and freight forwarder, and have a direct interest in the continued operation 
and well-being of these types of transportation. 

As shippers and receivers of goods who rely upon the carriers for trans- 
portation services and who pay the transportation charges, we are vitally 
concerned with the well-being of all carriers, including their employees. Car- 
riers must be in a position to provide the facilities to move our goods and to 
expand and modernize their services. Employees are equally important because 
they are the ones who handle our goods and it is most important to have them 
handled in a satisfactory manner. 

Shippers generally view the railroad industry with great concern because 
it constitutes a major form of transportation in times of peace and emergency, 
and must be relied upon to furnish a substantial amount of our transportation 
needs. Despite this great dependence on the rail lines, we find : 

1. The railroad industry is handling a lesser and lesser share of total 
intercity tonnage in, except for the present interruption, a constantly ex- 
panding economy. 

2. Railroads are unable to attract necessary capital for the required 
improvement of services and facilities. 

3. Present regulation has an adverse effect upon the railroads in their 
competitive race for business. 

The Congress recently recognized these factors and took a forward step 
in the passing of the Transportation Act of 1958, S. 3778. This stimulant will 
afford the railroad industry only partial relief in meeting the competition of 
other forms of transportation. The additional costs which the railroad industry 
would have to bear under H. R. 4353 could be met only by further increases 
in freight rates and charges. Experience shows that with each successive 
increase in freight charges greater and greater amounts of tonnage are diverted 
to competing forms of transportation and to private transportation. H. R. 4353, 
if enacted, would widen the spread between costs of railroad operations and 
other methods of transportation. 

As regards employees, it is realized disgruntled and unsatisfied workers do 
not provide the best service. Our belief is that if steps can be taken to bolster 
the railroad industry, so unemployed workers can be rehired, and salary cuts 
restored, the morale and future of railroad employees will be improved. As 
it now stands shippers cannot always afford railroad service and rates. The 
evidence of this having an adverse effect upon the railroad employees is shown 
by the reduced number of workers. 

In conclusion, the league believes that applying the costly feature of H. R. 
4353 on the railroad industry exclusively will lessen its chances in competing 
for business with other forms of transportation. 
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RAILWAY PROGRESS INSTITUTE, 
Chicago, Iil., July 31, 1958. 
Hon. Oren Harris, 
Chairman, House Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

DEAR Mr. Harris: We learned only yesterday that the House Committee on In- 
terstate and Foreign Commerce will hold hearings on H. R. 4353 (the railroad- 
retirement bill) next Monday at 10 a. m., in Washington. 

Because of the limitation of time, it is impossible for our chairman, Mr. R. 
Arthur Williams, president of the Standard Railway Equipment Manufacturing 
Co. of Chicago, to get to Washington to appear personally at these hearings since 
he is now on the west coast. However, we do want to present our views on this 
legislation to your committee, and Mr. Williams has asked me to transmit the 
accompanying brief statement to you, in the hope that you will incorporate it in 
the record of your hearings and that it will be helpful to you and your asso- 
ciates in reaching a conclusion on H. R. 4353. 

We believe sincerely that the relation of railway purchases to the national wel- 
fare has too often been overlooked in the determination of questions involving 
transportation in this country; hence we have consistently devoted our presen- 
tations to the Congress to this one important facet of proposed legislation in this 
broad field. In the present case we have pointed again to this relationship, 
and the chain-reaction effect of curtailed railway purchases on industrial em- 
ployment throughout the Nation. 

Very truly yours, 
HOLCOMBE PARKES. 


STATEMENT OF R. ARTHUR WILLIAMS, CHAIRMAN, RAILWAY PROGRESS INSTITUTE 





My name is R. Arthur Williams. I am president of the Standard Railway 
Equipment Manufacturing Co., with headquarters in Chicago, Ill., and plants in 
Hammond, Ind., Little Rock, Ark., and Cicero, Ill. I am filing this statement as 
chairman of the Railway Progress Institute, the national organization of the 
railway equipment and supply industry. 

Perhaps I should explain that the Railway Progress Institute represents a 
eross section of the large, medium, and small manufacturing companies which 
supply the railroads with most of their needs for efficient, economical, and safe 
operation. The railway equipment and supply industry, including the hundreds 
of smaller companies which provide the railroads locally with materials and 
services, undoubtedly affords employment for as many or more people than are 
directly employed by the railroads themselves and, in total, represents a major 
segment of our national economy. The plants, offices, and warehouses of our 
companies are located in every State in the Union and in most of our industrial 
cities. 

On behalf of the Railway Progress Institute, and speaking for the railway- 
supply industry as a whole, I tiled a written statement on January 8 of this year 
with the Surface Transportation Subcommittee of the Senate Committee on In- 
terstate and Foreign Commerce, in the hearings then being conducted by Senator 
George A. Smathers, of Florida, on the “deteriorating railroad situation.” 

On January 17 I supplemented this written statement with an oral presenta- 
tion before the Smathers subcommittee. 

On May 22 I appeared before the Subcommittee on Transportation and Com- 
munications of the House Committee on Interstate and Foreign Commerce in 
the hearings you were then holding on railroad problems. 

In all of this testimony I dealt exclusively with the deleterious effect on our 
national economy of curtailed purchases by the railroads, which normally spend 
two to three billion dollars a year for new facilities and equipment, materials 
and supplies. I showed that the volume and variety of these purchases (and 
the supply industry’s purchases in turn) materially affected the prosperity of 
every section, every State, and almost every community in the Nation. And I 
demonstrated that as of March 31, 1958, employment in railway equipment and 
supply plants located in 261 cities in 43 States had already been reduced 23.5 
percent and that another 15-percent cut in employment by September 30 is inevi- 
table unless congressional action improves the financial prospects of the railroads 
and thus releases the flood of orders for equipment, facilities, and supplies that 
the railroads have said they need and want and will buy. 





Ce 
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Both the Senate and the House have acted favorably on the remedial legisla- 
tion then being considered, and at the time of this statement we are awaiting 
the President’s signature on what may become known as the Transportation Act 
of 1958. The railroads did not get all that they need to envision the future with 
full confidence. But a long step has been taken in the right direction, and we 
in the supply industry were beginning to look forward to a resumption of rail- 
road orders in volume, the reopening of many of our plants now shut down or 
on part time, and the reemployment of many of our loyal employees who have 
been laid off. 

Now, unfortunately, we are compelled to limit our optimism and defer our 
hopes until the fate of the so-called railroad retirement bill (H. R. 4353) is 
determined, because it is our considered judgment that the railroads cannot now 
afford the additional financial burden this bill will entail and that all of the 
good envisioned by the constructive acts of the Congress in recent months will 
be largely nullified if it becomes law. 

In connection with the proposals to aid the railroads, I said in both my Senate 
and House testimony: 

“What we are considering here is not only the fate of one great industry (the 
railroads), but the economic future of hundreds of cities and towns throughout 
the Nation—the problem of periodic unemployment, cyclical loss of local pay- 
rolls, and all the other adverse effects of a feast-and-famine element in the busi- 
ness structure of our economy.” 

This quotation applies with equal force to the measure now before you. In 
the action Congress has already taken at this session in regard to transportation, 
you have (to repeat my previous testimony) moved toward “putting men and 
women back to work” in the railway equipment and supply industry. It is our 
sincere hope, therefore, that you will not now negate this good trend by saddling 
the railroads with additional expenses they have amply demonstrated they cannot 
bear. 

With the railroads and on behalf of the railway equipment and supply indus- 
try, we, therefore, respectfully ask that no action be taken at this time on 
H. R. 4353. 


The Cuamman. Now we have just a few minutes before the House 
session. Is Mr. Triggs still here’ Mr. Matt Triggs? 

In view of the fact that he was not going to be able to be here this 
afternoon, I thought we would give him an opportunity to answer a 
few questions that some members might have. We will have to forgo 
that. I think it would serve little purpose to try now to interrog: ite 
any of the witnesses who appeared this morning on their statements 
because the House will be in session in a few minutes. 

When the House meets, the Consent Calendar will be the first busi- 
ness in order, following which there are some 20 suspensions, Third 
on the list of the suspensions is a very important bill reported from 
this committee with reference to the creation of a Federal Aviation 
Agency. Following that we will not have a call until near the end 
of the list of bills for suspension today. 

The committee will adjourn until 2 o’clock, at which time I would 
like to ask those who were available to testify this morning to be 
present. 

(Whereupon, at 11:50 a. m., the hearing was recessed to reconvene 
at 2 p.m. the same day. ) 

(Reporter's note.—The committee was unable to rec onvene at 2 p.m. 
this date. The chairman set the time for reconvening at 10 a. m. 
Tuesday, August 5, 1958.) 





RAILROAD RETIREMENT AND RAILROAD UNEMPLOY- 
MENT INSURANCE LEGISLATION 


(Supplementary Testimony) 


TUESDAY, AUGUST 5, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 1334, 
New House Office Building, Hon. Oren Harris, chairman, presiding. 

Present: Representatives Harris, Williams, Mack, Roberts, Stag- 
gers, Rogers, Flynt, Rhodes, Jarman, O’Brien, "Moss, Dingell, Wolver- 
ton, O'Hara, H: ile, Bennett, Beamer, Springer, Bush, "Schenck, 
Carrigg, Derounian, Younger, Avery, ‘and Alger. 

The Cuarrman. The committee will come to order. 

I might say to those who have not been here before that we had a 
situation yesterday afternoon on the floor of the House that prevented 
us from proc eeding to a conclusion with the hearings on this legislation. 
This morning, however, it is my hope that we can conclude the ques- 
tions that committee members might have to various witnesses who 
appeared yesterday. 

Insofar as the railroad witnesses are concerned we would like Mr. 
Loomis to come back to the witness chair. 

I do want it understood that if any member of the committee has a 
question of any of the other witnesses who appeared to indicate that 
to the Chair. 

Mr. Loomis, with the indulgence of the other members of the com- 
mitteee, I would like to ask you just a very few questions myself, and I 
will limit myself to 5 minutes. 

You testified yesterday before the committee and for the record, 
and gave information as to the adverse effect the proposed bill on 
railroad retirement and unemployment insurance before the House 
and the Senate would have on the railroad industry. 

You are aware of the fact that 2 years ago a 10-percent increase in 
benefits to the retired railroad employees and their families was 
enacted without providing for additional taxes. It was agreed that 
during the next session of the Congress the deficiency in funds would 
be made up. 
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STATEMENT OF DANIEL P. LOOMIS, PRESIDENT, ASSOCIATION OF 
AMERICAN RAILROADS—Resumed 


Mr. Loomis. Yes, there was a 10-percent increase in benefits. 

The Cuarmrman. The railroad industry supported that action at that 
time, did it not? 

Mr. Loomis. The railroad industry—well, I won’t say they sup- 
ported the 10-percent increase in benefits. They did, however, say in 
the 1957 hearings that they were perfectly willing’ to assume their 
share of the cost of the increase in benefits. 

I think you have this situation in that respect. We do not in any 
way wish to hedge on that statement or that commitment. We do be- 
lieve that in view of the present emergency condition of the railroads 
and the fact that the retirement fund is not in an emergency state that 
it could well be deferred until the next session and take a look then 
but we do not in any way wish to back out on that commitment. 

The Cramman. In other words, the railroad industry committed 
themselves to do whatever was necessary to bring the fund in balance? 

Mr. Loomis. That is right. 

The Cuarrman. And you still support that position ? 

Mr. Loomts. Yes, sir. 

The CuHatrman. Your actuaries have, no doubt, studied that matter. 
Is it generally considered that it would take one-half to three- -quarters 
of 1 percent each on the employee and the employer to bring the fund 
in balance under the present circumstances ? 

Mr. Loomis. That is correct on the present base. If the base is in- 
creased the rate would become somewhat less. 

The CuarrmMan, You are aware of the fact that the Ways and 
Means Committee has reported a bill which passed the House of Rep- 
resentatives and now pending in the other Seite, That would raise 
the maximum taxable base from $4,200 to $4,800 a year on employees 
covered by social security ? 

Mr. Loomis. Yes. 

The CHatrMan. Does that not to that extent raise the level of the 
economy from the taxes when you raise the base from $4,200 to $4,800 
a year? 

‘Mr. Loomis. I do not quite see how it raises the level of the economy, 

raising the base. 

The CHarrman. Well, raising the base does increase the amount of 
the tax? 

Mr. Loomis. Yes. 

The Cratrman. And we can call it inflationary or we can call it 
anything we want to—the expansion of the economy or what not, but 
it continues in that t1 ‘end, does it not ? 

Mr. Loomis. Where my difficulty comes is seeing how an increase 
in taxes raises the economy. 

The Cratrman. Because the taxes go to the public who spend it. 

Mr. Loomis. Oh 

The Cuarrman. Therefore, it has an impact on the economy to that 
extent. 

Mr. Loomis. Yes, it would. 

The Cuarrman. That is true, is it not? 
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Mr. Loomis. I think so. ‘ 

The Cruamman. From a practical standpoint how can the industry 
expect social security to be increased to $4,800, raising the level of the 
economy to that extent, as we now refer to it, as I have explained, and 
then maintain a lower taxable base insofar as railroad retirement is 
concerned ? 

Mr. Loomis. Well, you have a proposed increase in benefits under 
the social-security bill this year of 7 percent. As I understand it, the 
last increase in social security was in 1954. I do not recall the exact 
amount of it, whereas you had a 10 percent increase in the railroad 
benefits only a year and a half or 2 years ago, in 1956. 

The CuarrMan. One other question. My time is up. An extension 
of unemployment insurance has been passed by both the House and the 
Senate, providing at least 13 additional weeks to employees covered 
by State and Federal unemployment-insurance programs. You are 
familiar with that, of course ? 

Mr. Loomis. Yes. 

The CuatmrMan. Does the railroad industry feel that the railroad 
unemployment insurance ought to be extended similarly? Has any 
consideration been given to that? 

Mr. Loomis. The railroads appeared before the Ways and Means 
Committee when that measure was in the House and as I understand 
it, the Ways and Means Committee felt that they would not have juris- 
diction over the Railroad Act. 

I also understand that the railway unions appeared and stated that 
they did not want that treatment. 

The Cuatrman. Did the railroad industry appear before the Ways 
and Means Committee asking them to include the railroad employees? 

Mr. Loomis. They stated that the railroad employees should receive 
the same consideration as might be given to other employees. 

The CHatrman. Mr. Williams. 

Mr. WittraMs. Mr. Loomis, I was interested in Mr. Symes’ state- 
ment yesterday in which he stressed the economic plight of the Penn- 
sylvania Railroad. In his statement, he indicated that last year his 
railroad paid a profit of $12 million. That the deficit for the first 6 
months of this year is over $25 million. 

Judging from that, is it the position of the railroads that this 
deficit is going to be a continuing thing, or just a matter of ups and 
downs with the American economy ¢ 

Mr. Loomis. It is the hope that it is not going to be a continuing 
thing. But we have, so far, seen no uptrend. 

I gave in my statement the carloading figures for July, which were 
21 and a fraction percent below last July. 

There will be, of course, some benefits from the legislation just 
passed by the Congress. That will take, however, a considerable period 
of time to translate those benefits into any appreciable showing, be- 
cause the only things that are immediate are the loan fund and the 
mg of the freight tax. 

he repeal of the freight tax does not put any money in the rail- 
road’s pockets. But it does put the common carriers in a more nearly 
competitive position with private carriers. 
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The only real immediate thing, so far as cash is concerned, which 
you could put your finger on right away, is the provision with respect 
to borrowing money by those railroads which are in desperate condi- 
tion. 

Mr. Wuu1aMs. The question I am asking is this: Do the railroads 
consider this to be a temporary situation, or do they expect that it 
will be a long-term proposition ? 

Mr. Loomis. I would say 

Mr. Wriu1aMs. If the railroads had a profit last year, and they 
are losing money this year, is there any reason to believe that next 
year they may not make a profit again ? 

Mr. Loomis. In the present analysis, we would look for some up- 
trend in the fourth quarter of 1958 or in the first quarter of 1959. As 
to how big an uptrend that will be, that is anybody’s guess. The ques- 
tion of immediate upturn depends on the general economy as a whole, 
on which there seems to be about as many different opinions as there 
are economists. 

Mr. Wiiu1aMs. When the railroads were making profits, they op- 
posed any increase at that time, didn’t they ? 

Mr. Loomis. No; I think, as I recall it, the increase in 1951 was 
worked out in compromise. I think they opposed the bill that was 
introduced, but I think the increase was finally made in 1951, and that 
was a jointly agreed to agreement and, in the final state, jointly pre- 
sented. 

With respect to the question of opposition, there have been a good 
many wage increases, including this present 3-year term agreement 
that has been referred to several times during the testimony, and those 
were settlements in collective bargaining across the table. 

The only Emergency Board during those proceedings was one of the 
organizations that attempted to get a bigger settlement than the gen- 
eral pattern, but there have been several settlements, insofar as wages 
and benefits are concerned, that were made through collective bar- 
gaining. 

Mr. Wrttiams. That is all. hy 

The Cuarrman. Mr. Wolverton. 

Mr. Worvertron. Mr. Chairman, I find it rather difficult to gain the 
information that I would like. And, in view of the fact that the 
railroad spokesman alleges one state of facts and the brotherhood the 
opposite, I find difficulty in understanding. I have never heard testi- 
mony that was alined as sharply as yesterday between the representa- 
tives for the railroads and the economist that spoke for the railroad 
brotherhood. 

Mr. Loomis. If you would permit me, I would like to make some 
comment in that connection. The chairman at the Senate hearing on 
Saturday—the chairman of the subcommittee of the Senate—gave us 
until 5 o’clock this afternoon to file a rebuttal statement to the state- 
ment of the Railway Labor Executives Association, since they have 
had the benefit of having our statement, but we have not had theirs, 
and I would like to ask the chairman here for permission to file that 
answer this afternoon with this committee. 

The Cuarrman. You may file additional information. 
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(The information referred to is as follows :) 


ASSOCIATION OF AMERICAN RAILROADS, 
Washington, D.C., August 5, 1958. 
Hon. OREN HARRIS, 
House of Representatives, Washington, D. C. 

Dear Mr. Harris: On Monday, August 4, at hearings held by the House Com- 
mittee on Interstate and Foreign Commerce on H. R. 4353, Mr. Winfield M. 
Homer, economic adviser to the Railway Labor Executives Association, testified 
with respect to a statement filed with your committee by the Association of 
American Railroads in opposition to this bill. Mr. Homer alleged in his testimony 
that the AAR statement is inaccurate and misleading as to the costs of the pro- 
posed legislation and its effects on the current railroad position. 

This letter is in reply to Mr. Homer’s accusations. His principal points and 
the facts with respect to each are as follows: 


A. Mr. Homer contends that the AAR has substantially overstated the costs of 
the bill 

Mr. Homer in his testimony attempted to show that the additional annual cost 
of H. R. 4353 would be $113 million, rather than $185 million as estimated by 
the AAR. His testimony and his table 1, which was submitted as an explanation 
thereof, deserves examination. He shows in table 1 that payroll taxes in the 
first 5 months of 1958 amounted to $131 million (item A of table 1), and from 
that base he calculates that those taxes would increase under provisions of 
H. R. 4353 to $190 million (item G). Thus, he shows an increase in payroll 
taxes of $59 million for the 5-month period. However, in item I of the statement, 
he reduces that calculated increase to a total of $47 million in order to give 
effect to the reduced employment since 1957, whereas the $59 million is based 
on the actual level of employment during the first 5 months of 1958. In other 
words, he subtracted item H from item G, instead of subtracting item A from 
item G, and thus understated item I by $12 million. 

Even on the basis used by Mr. Homer, the calculated increase of $59 million 
for 5 months would become $142 million per annum. Furthermore, the data he 
utilized relate only to payroll taxes paid by railroads of class I, which account 
for only about 85 percent of the total paid by all employers subject to the Rail- 
road Retirement and Unemployment Acts. Railroads other than class I, the 
Railway Express Agency, the Pullman Co., and other railroad affiliates are 
also required to pay these taxes. Equating increased taxes of $142 million per 
annum to include other railroads and railroad affiliates raises the total cost 
of H. R. 4353 to $167 million per annum, calculated on the basis of the formula 
utilized by Mr. Homer and, thus, based on employment at its lowest ebb. 

The Railroad Retirement Board advises us that total payroll taxes to be paid 
in 1958, by all employers subject to their jurisdiction, will amount to $405 mil- 
lion. Those taxes will be paid at the rate of 8.75 percent. Equating the estimated 
payroll taxes to be paid in 1958 upward to the level proposed by H. R. 4353 
(a rate of 11.50 percent) would mean an annual tax collection from the rail- 
roads, as employers, in the amount of $532 million. That increase does not take 
into account the effect of raising the taxable base from $350 to $400 per month 
per employee. Taking into account this additional cost increase of approximately 
$57% million (11.50 percent of $500 million, the increase in the taxable payroll 
which would result from the increase in the tax base) would raise the estimated 
cost of H. R. 4853, on the basis of estimated 1958 employment, to about $590 
million. Thus, the annual increase to become immediately effective for the first 
full year under the increased rates would approximate $185 million. 

Mr. Homer also attempted to discount our calculation of increased wage costs 
by merely pointing out that comparison of the aggregate payroll of the class 
I railroads for the first 4 months of 1957 and the first 4 months of 1958 does not 
reflect the calculated annual cost of recent wage increases. A comparison of the 
aggregate payrolls before and after wage increases is not a measure of the cost 
of any such increase. Such cost calculations must be based on the employment 
or service hours actually experienced, and not discounted by a reduction in 
payroll due to necessary layoffs. 

Between May 1957 and May 1958, the number of railroad employees dropped 
by 179,000, from 1,003,429 to 824,813, the lowest employment reported by the 
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class I railroads since the 1890’s. What Mr. Homer has demonstrated is that 
the increased costs shown in the AAR statement have been “taken out of the 
hide’ of 179,000 former railroad employees. 

Mr. Homer also cited the fact that payroll taxes in 1957 were only $87 million 
higher than in 1946, despite a substantial increase in total payroll, What he 
did not cite was that employment was less by 373,000 in 1957 than in 1946. The 
cost of H. R. 4353 would be equivalent to the wages of more than 30,000 employees 
and would, inevitably, require further layoffs to meet the bill. 


B. Mr. Homer claims that the depressed earnings shown for the railroads are 
not a reliable indew of the industry's present position 


In view of the comprehensive study of the railroad financial situation made by 
your committee just a few months ago in connection with H. R. 12832, it is prob- 
ably unnecessary to answer this charge in any great detail. In its report on 
H. R. 12832 your committee stated (p. 9): 

“The committee is fully conscious of its responsibilities in the transportation 
field, and the need for the maintenance of a sound common carrier transportation 
system adequate for the demands of our economy and the requirements of our 
national defense. The committee is convinced, from the hearings and studies it 
has conducted for some time now, that something must be done, and now must 
be done quickly, in the legislative field, if our common carrier transportation 
system is to be preserved in a position where it can continue to meet what is 
required of it.” 

And with respect to the carriers’ financial situation your committee found that 
the decline in traffic had “appreciably affected the current cash position” of 
many railroads, necessitating suspension of capital improvement programs and 
reduction of employment. 

I shall comment, however, on Mr. Homer’s principal points. One of these is 
that total cash flow from net income and depreciation charges in the first 5 
months of 1958 has been as good as or not much worse than that of certain other 
years. 

Depreciation reserves arising from depreciation charges are reflected in the 
cash position of the carriers, which is clearly unsatisfactory. The carriers have 
already found it necessary to utilize those funds to meet current operating 
expenses. 

Mr. Homer also contends that the first 5 months of the year are not a sound 
basis for predicting the results for the year and cites the fact that in the recession 
year 1949 only 29.7 percent of the year’s net was earned in the first 5 months, 
while in 1954 the net for 5 months was but 24.6 percent of the year’s total. 

The railroads have not attempted to estimate their net income for 1958 on the 
basis of results for the first 5 months. However, even if net for the year 1958 
should bear the same high relation to 5 months’ earnings as it did in 1954, that 
net income would be only $293 million—far lower than the earnings of any other 
year since 1946. If net for the year 1958 should follow the pattern of the past 
5 years, in which 35 percent of the year’s net was earned in the first 5 months, 
then the year’s earnings will be only $205 million—the lowest since 1940. 

C. Mr. Homer claims that the cash position of the carriers is distorted in the 
AAR statement 

He claims that the cash position of the railroads, as of April 30 of any year, is 
always at a low level and that the 1958 situation is neither unusual nor dangerous. 
The net working capital as of April 30 of each year 1955 to 1958 was: 


As of Apr. 30— Net working capital 
ti EE A alata An alittle lal dike eh aia a $842, 868, 186 
I sik chataeibc iad bn hickiee insted datindbtg Michi pie iatsieitie-casedmakinauedetetaiehts 724, 915, 099 
BIT a hie bib iakh cn bila pisadi whebih dome addddinmdaeetsbasiae biased witea~wmeticsi 515, 819, 640 
PD a Rl, Bade cbt Sn cattle triedn ease Selkb nes tei dnsiugdh ba 336, 449, 914 


As pointed out in the AAR statement, the amount of net working capital on 
April 30, 1958, was equivalent to only about 2 weeks’ cash requirements for 
operating expenses and taxes. 


D. Mr. Homer predicts that the carrier’s position can be expected to improve in 
the next year 

He claims that the trend of carloadings is improving and cites the fact that 

loadings in the week ended July 19, 1958, advanced 18 percent over the preceding 

week, a greater advance than was shown by loadings in the corresponding week 
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of 1957. The railroads are as anxious as anyone to find a sign of revival in the 
carloading reports, but this is not such a sign. Loadings in the July 19 week this 
year advanced substantially over the preceding week because during the pre- 
ceding week the United Mine Workers were on vacation, an event which was not 
present in corresponding weeks of previous years. The sad fact is that loadings 
for the week ended July 19, 1958, were 21.7 percent below the corresponding week 
in 1957, while loadings during the preceding 28 weeks of 1958 were down by 
20.0 percent. 

Mr. Homer states further that railroads expect to realize substantial benefits 
from other legislation just passed by the Senate and House. The Transportation 
Act of 1958 provides for immediate aid in the form of guaranteed loans to some 
of the more desperately situated roads, but its benefits are primarily long range 
and intangible. This legislation does not alter the present fact that the rail- 
roads already are confronted with assured increases in operating costs, but 
have no assured source of increased revenues with which to meet those costs, 
much less the additional tax burden which would be imposed upon them by 
H.R. 4353. 

Mr. Homer also points out that the added tax burden of H. R. 4353 would not 
be felt at all until 1959, and part of the blow would not fall until nearly a full 
year from now. He argues, in effect, that one need not fear an overdose of 
radiation now, as the fatal results of such exposure would not be immediately 
apparent but would be deferred. 


E. Mr. Homer urges that changes in the social insurance system covering the 
railroad industry should be based on long-term factors, not on the temporary 
influences now apparent 


He asks, in effect, that your committee ignore the serious financial difficulties 
with which the carriers are now struggling and the further increases in labor 
costs soon to be imposed under existing wage contracts and existing law. 

The facts are that a review of current trends and economic predictions finds 
little to sustain railroad hopes for improvement in their depressed financial 
condition. Nor does railroad opposition to H. R. 4353 rest on current condi- 
tions alone. Railroad earnings have been substandard for many years, and in 
the period since World War II the railroads have failed to participate in the 
prosperity enjoyed by other industries in the United States. Yet an industry 
which is admittedly trailing others in earnings is already leading the parade in 
the payment of social benefits to its employees. 

I am attaching hereto a statement showing the cost of retirement and unem- 
ployment in cents per hour, both present and prospective, to a railroad employer 
for an employee on the 40-hour week earning $400 per month, and comparing 
that with the present cost in cents per hour to an employer under social security 
and State unemployment laws, both present and as proposed in the bill reported 
by the House Ways and Means Committee. 

Even if the critical present situation be ignored, there can be no justification 
for increasing the annual payroll taxes of the railroads, especially when the 
railroad retirement and unemployment systems are already more generous to 
the employees and more expensive to the employers than those covering workers 
in other industries, including the railroads’ competitors. 

At the hearings this morning, Congressman Jarman inquired about the finan- 
cial results of the railroads for the full year 1957. In response to this inquiry, 
I am attaching a statement showing the net income or net deficit of each class I 
railroad in 1957; also a statement listing the 22 railroads which had deficits 
in the first 5 months of 1957, showing the amount of those 5-month deficits and 
the final results for the full calendar year. The latter statement shows that 11 
of the 22 railroads operated in the red for the year, while another had no net 
income. Two railroads, the Florida East Coast and the Staten Island Rapid 
Transit, showed a net income for the 5-month period but ended the year with 
deficits. 

Very truly yours. 


DANIEL P. Loomis. 
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Comparative employer costs under statutory retirement and unemployment 
plans for employees working 40 hours per week and earning $4,800 per year 


| pat | Other 
| employers | employers 
| 


| 
| 





Present law: 


tic de Si ccthac hin abi dens ki. ak pean aeaeieppaainaaeanes pibiaewnseepentinalitibiies | $262. 50 $94. 50 
acs endsh ciiski ho ces Biesbivecseieiee ct eldenecked 105. 00 1 48. 32 
RS er ee ee ce eee trend et Bet eth hte alae uta mene ta mene | 367. 50 142. 82 

Or ee is is a ihn Se nh en sebdsaRH .177 . 069 
Ss | 
Proposed: 
DINE Sa ness tccnmccet tha coos Nabe As Alien Waeratea sean ain teeth eae 360. 00 120. 00 
PSS iis hl a en, eB F460. whe bbb cdc iLicd 192. 00 1 48. 32 
Tee ie 552. 00 168. 32 
Per hour (2,080 hours) ................. pdibeontebtcsdotdcesevaeus senaee . 265 . 081 
SIRI in a chatarte cnhisi ss ipiameiace ebb eeeiihmemeineedemntin aed - 088 -012 








- Based on weighted average wage base of $3,020 and average of 1.6 percent under State systems as of Jan. 
, 1958. 


Net income, year 1957 
Line-haul railroads: 


I, SIO i TO ii eitinttheih imnniihnceiidinistineminant $362, 104 
I AE FO anctestin itis nil crabby tadicieagncin seni tdi 2, 729, 761 
I IN catalan ep is Se ell nc ci cis ool canes 415, 72é 
Ss UO i cr eee commer mgummmmrmrmscempiems 61, 941, 791 
A ne clit aia niaeln thesiebiben wm Sine 888, 907 
I en cigibtinsh ede tereiaeetonie 9, 309 
Cee ibbeeuading aes aii aia __... 10,388. 079 
ie ced ihe niapaamrdohmeinenach ae 24, 131, 036 
I i a es te 1, 051, 453 
a ee cseeniidats 6, 861, 096 
I as neat ben iaeemaneet sehen eae hari 764, 162 
Rd  neianioeenestt-eteigaigs nie. of akeiatairimiiiasen 
EES I DLE NE TEED 149, 684 
RII ET WII cas cainais cin deges tee caneidee eeeuniere es ee 3, 208, 682 
aE, ee ES ie ee ee EE oaedbi 143, 741 
i EA et a tga a cu ioe alle aS ne alas ls *1, 291, 727 
TIO: TE “Cen cie eitlitetetmee esc 506, 470 
I ae albedo 67, 566, 62: 
I Dad he ciuelenialcpewenoreien eres 1, 312, 343 
Art Cie UREN, UN ce i ee 1, 265, 069 
an ie a NT ai Bn ss ini aces ein eninnemett A a +124, 734 
IN, sR URI Sl UN i iste even mrp dinso eee nine mie 17, 182, 612 
nN i hr repeinenctiralbel begniowanion 8, 551, 404 
Chicago, Milwaukee, St. Paul & Pacific__._._.._--___---- leita 7, 916, 348 
a IIE og a el a a 9, 704, 136 
Cincinnati, New Orleans & Texas Pacific__._..._.__-------_--~ 6, 5382, 110 
I ll Sd ttl ash nina Painter etaienes i. , Kae pean weenie 
a is os dh ecllaridiensl ont de Orcas 1, 208, 573 
IG I nn mcmama ante pendence 715, 650 
I a sat ar miabguniiiees 7, 596, 406 
Delaware, Lackawanna & Western._.............~-..-.-~--«+ 429, 614 
Denver & Rio Grande Western_____-_-_- al ie 13, 302, 392 
OUI i RNIN ORT as loa antsdnmanhatnpsgh tim nsstdin niga pasipidguen men 580, 843 
NT MN ea a ci cSiinnage hes sins cemserensonnphisiperein meneatecs 5, 162, 992 
Se a I I oes dissin ciresemanich weciioaendhinmberaiesioen 8, 525, 738 
Te rn UII UE IU NO oi ois iat seme im ew gsm shipse nee aad Snape edimren wh mslle 
Ia STEn 9 ORI a sa ss ttm eon sh i ci e e cn ero si 437 
IIe TnI TI Rigel petal in ciieabiea alec ete naar 4, 578, 818 
iat cectaaiean tants ctanbmillin insti tn nititeniisa tional Mea at ates de 3, 600, 600 


See footnotes at end of table, p. 56. 
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Net income, year 1957—Continued 


Line-haul railroads—Continued 
Poo ee ae) ea ess To eT. lot BEIT TP 
rE: We ORC Oe TOO vrctkirestiectdemnintinddmdlinan See 
BINNIE, TAI inss ncsisncsccnciesiniaininciiniasarissiabiaisiainaniiiaaiaasmien ee en 
I. Nk rn ceemenitelienincellinsectarees ana 
Meoreie Bomtiiorhs BW non a cikinrictinnineiannatuae 
Grad . Trl. We OG niccttnectistdtine eesti hea 
OI a cnssaticines ii iencstictcicciciesilstataciccadittalitciia elptitiliiltilsnsiadiielnnteaiae 
IA. sisiccineenins oeeincsitillpicieatiapiigiaenitnanaeepeviiiacaialaca satiate 
Gulf, Mobile & Ohio_-._...._-__-__~ scsissataiell michiakensllgtahdatinieaatneeeaae ean 
TI GR iis ccetsicisasdirtmncapsitincactaeaaittnaeniit mista ee il 
BE TI cs ninsnin a ciscin seeds dvlonsintchstncin rindi advil 
Baneas Olty. Bomthern on... cic hsei di aesdak 
Free, CoM hen acm Eisenstein heels 
EU CIE SOND DTN os ccccsesitscchsd-erctitoerincecinepinans siapenigeninicee catia 
Leiabah: 0: BiG Omh: RIC ics sti ts td ith ents nh snes 
Lahigh & New England... 12h eee aa 
BIE: VG ainiceinikditcinvntcitinbineitinieiiapluiteiniin tee tcmihendndevamtacs 
Lome lelen@o sii cs ol Ses annie dn 
I 2 te ciliated 
pe a ee ee ee ra 
Me WN i cia cc ttn ce cete ec chien en dhe eden ae 
Minneapolis, Northfield & Southern___-_.-__-_-_-_-----..---- 
See GR. Ces: RBI cecil crn scrren cit ninnmneneseniiiaieaeaaaaeae 
TNR DOE, ot. EAU) & Gy. O. POElIO. ono noe oenorssaenann 
NCI sc cncsisden echt ebcaeceede penser ncenia oasieoooleantapighe ea 
eee eee 1 O8as 3 eee 
DEARBORN dvi cect vile mate ntasinmecnnediasiatiadaednnial 
Monon HR, (formeriz: ©. 1.6 4a) sencinnimnnnecnanentda ies 
ID i e.0che os aenenei-as elon ecetso bv arey- teente-adendotadpapesacoigeiptigeeanaenra anne 
Oe Rr ON ie De IO iirc cceanccistcssashcnnsnbccicscancintnsincnniiinsiiinn aed 
eg Bk, | ee ee eee ae 
New Tom, .nicees & Bt Lets... {oo a a eee 
a 
New Yorn, pew maven & Martford._........ssccsaesn nec 
New York, Susquehanna & Western_-._--__~~-----_--~--..-. 
CORE Ore 7 Fe NE Ris 6chea dette cient eeceecnshaieanind wise deaaanaee 
Norfolk Southern 
URINE CITC ie scenes ncncscisutvnteutiumimuammmenndimaadma alae 
Northwentetn Pactifie.. . sa cuasccnncatiauneumnn eae Ace 
Ir UN ss iris nscrcen npr oven sea ew gad a a ei ie ee op eee 
Pennsylvania-Reading Seashore Lines___-_-____--_----------- 
ge RR a ET Re Le ea 
Pittebureth: Ai dite rina ecttincnitad tinatnnavideianliaiaoan 
RSS MEOEED, (Gi. COUR OWN RIRNO Sols cians gree ens sons cen ee 
TRO. 006 66 4 i A eee ee 
Richmond, Fredericksburg & Potomac__-_------_------------ 
RG i ccc cle gin hac picd een tecidihmbginh bi insignias 
EO u, nssseaomipaseradeenenseismdeaimnetieaaniigeate 
es DIOR B PAe ei ok eee See eee 
St. Louis, San Francisco & Tera@...i. ui a 
St, Tonia Bouthiwetteris .acissetinadesisdasinhdniaiwled. 
Se A Be CO ii ene gigi chine a benrsenie na ebh aati 
SORE, AFRO NU i 5 eet ctinshis cent Dealininck asin idied kdektiadaedbaa toa 
Southern Pacific Co.—Pacifie Lines.......................... 
Southend Retlwey Ooi. hoo a ae 
Spomane Tntarnational 66. ass eos aie nc tinned 
SHewahe, FOrmian’. &, GOR a5 essen ein tions an 


See footnotes at end of table, p. 56. 
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* $1, 434, 525 
591, 017 
1985, 219 
589, 423 

19, 453, 142 
26, 643, 515 
242, 486 

3, 509, 283 
15, 743, 532 
224, 666 

6, 415, 793 
714, 262 

1, 155, 308 
217, 801 

1, 533, 466 
11,188, 379 
81, 239, 132 
8, 954, 851 
19, 167, 072 
914, 866 
679, 421 

1, 888, 264 
1, 652, 934 
1, 396, 132 

1 855, 538 
18, 446, 538 
546, 437 
7555, 831 

2, 056, 515 

8, 423, 078 
14, 706, 169 
1444, 627 
12.363, 702 

7 388, 489 

44, 535, 759 
531, 324 
126, 050 
548, 094 
056, 885 
, 008, 189 
831, 848 
, 652, 278 
069, 767 
297, 607 
466, 404 
299, 020 
* 87, 582 
425, 762 
161, 490 
, 464, 167 
515, 346 

, 009, 148 
564, 450 
066, 710 
519, 003 
504, 085 


21, 
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Net income, year 1957—-Continued 


Line-haul railroads—Continued 


ent nanan. meses 1 rene. ee ot led 1$1, 036, 441 
I callin cee seein ER acl ie *93, 747 
I tame 6, 579, 167 
I a hi seta ltl cetclaneLSG ER atin lh 5, 898, 645 
I INI oi canahavesnitriictiatniniasiinsclinipnanetaticmnanieiansbbb Us ctelds tescptecdd Aobletiditi 273, 487 
UII ib AT OID cnincieesccsisiascsceessnsteecanvtnnentnsinn als dbdiaiih dekeiencibubibiaka 896, 305 
ian asi ii dt lichen incasninensnnipaliaa Meo 78, 247, 776 
Iti nce eidtintaicenlh ibpcresinieeiaiietatinciptanpeneiiidiedtalatarrainniiemeneniinngiadeobuenadh Aniiehelch 17, 097, 290 
IIIT ictal lacing ta asin Dkdenalakbebipndiammenenacidnahensinnieaadadatadmeaae 9, 183, 483 
I, et NIN nisin eon ciaeaigesteciesciarceiiascitap taba 8, 686, 990 
I altace cei aeaidcitieateiedinaneneantieio sae 4, 362, 041 
a UN 00 Bh IG iscsi incest rnin des Sibi inighes 250, 638 
I ic ie cempnpraniniiiinniieieh A Hales Seka bbe tidied 190, 163 
2 Deficit. 


2Includes Chicago, St. Paul, Minneapolis & Omaha and Lakeside & Marblehead. 
® Includes Nashville, Chattanooga & St. Louis. 


Net income or deficit, 22 class I railroads, year 1957 






















Net income, 1957 
Railroad 
| lst 5months} Full year 
Central Railroad of New Jersey. ......-...-.---.- a aa ata lk 1 $28, 416 $143, 741 
Central Vermont..............-. vs 1 835, 750 1 1, 291, 727 
Chicago & North Western ?__._._- : 1 515, 512 1124, 734 
Delaware, Lackawanna & Western_ we . 1197, 711 429, 614 
en ERD Or OD NO nn. naseccccnnnanvessbaghoshogh nom obeak 1942, 785 8, 525, 758 
an on. Co handiddeson aah tahnnbiontkwenenss | CI Oe licccsemmeescen 
EE Ee WU Sono om ot occa cs oes acescctcs pene } 1.189, 113 591, 017 
a oe i cn annaneenneamepnadadanlbdbine ke 1 465, 781 1 985, 219 
Georgia Southern & Florida__.............-...-.-- Nia alee | 1 290, 462 589, 423 
as ian eee ndiecinnmncnsenmiiai>netheaens 1 2, 880, 708 19, 453, 142 
at es UNE Oa Dea See ene os San dasdbs Séddocusnbaswsedaccs 1 26, 676 224, 666 
Rae nS RNA sk nctenememeocsnacacncnoeneddssd 18, 404 1, 155. 308 
ee ee a, | ene eensseeehindkastqeuel 1 880, 918 1 1, 188, 379 
tee eo. oO a cnmaiglb ons aieeiinbanaineaiacesnae cael | 1 323, 382 1,3). 132 
POP RNs i ireics tonics scessnassesundsclacdedbunsteawdes Ela 1 82, 419 1 §) 538 
RRs 0 od da i a ee aminenretsabakanantensedl 1 224, 107 1 555, 831 
i i a debs enna senernnaunges aa 1 4, 875 1 444, 627 
New York, New Haven & Hartford___-_--- ae ae 1149, 255 | 1 2, 343, 702 
New York, Susquehanna & Western... . | 1 103, 147 | 1 388, 489 
Pennsylvania-Reading Seashore Lines_- 1 2, 443, 840 | 1 5, 008, 189 
Pa a mn i ai 1 125, 561 1 93, 747 
Stk eekapesedaanaren | 1 109, 364 | 190, 163 





: Tottive Chicago, St. Paul and Minneapolis & Omaha, and Lakeside & Marblehead. 

Mr. Loomis. With respect to the testimony yesterday, I would like 
to make 1 or 2 comments now. 

First, with respect to the cost. If you would have table I of the 
railroad labor executives, Mr. Homer’s statement before you, I can 
explain a part of that difference, I think. 

You will note that the estimated increase, which appears as item G, 
on that table, the estimated total taxes, are $190 million. That is 
based on the payroll taxes paid for the first 5 months in 1958, if I 
understand the statement correctly, because you take the payroll taxes 
for the first 5 months, then get the tax base, that applies to the new 
tax rate, and the increase for raising the base and you come up with 
a figure, total taxes of $190 million. 

Then from that he subtracts taxes paid in the same period of 1957, 
of $143 million, instead of subtracting item A, the payroll taxes paid 
in the first 5 months of 1958, of $151 million’ which is the figure on 
which his showing is computed. That makes a difference for the 5 
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months of $12 million, and for the year as a whole in item J of about 
$29 million, between $28 million or $29 million. So that that would 
bring the figure up to $142 million. 

The figure of $185 million that is in the AAR statement is based 
on applying the rate, both present and the proposed rate, to the Rail- 
road Retirement Board’s estimated tax base, both presently and their 
estimate of what the tax base would be with the increase from 350 to 
400. The Railroad Retirement Board furnished us those figures. 
And they are for the railroad industry as a whole and not just the 
class I railroads. 

The $185 million figure is for the industry as a whole, including the 
class II and class III, the railway express and the pullman, whereas 
the statement of RLEA, in table 1, is confined to the class I railroads. 

That would account for the remaining part of the difference, I 
think, but if there should be any question about the figures, they can 
be very readily checked with the actuaries of the Railroad Retirement 
Board because that is where we got them from. 

Just 1 or 2 other comments. 

Mr. Homer referred to the New York Central, which he under- 
stood was calling back thousands of men. We have checked that 
with the New York Central, and they are calling back 158 men at 4 
different points to upgrade cars to handle the grain movement. 

As to the bad-order situation right now—their bad-order percent- 
age is over 8 percent as against about 3 percent: last year, so they 
are calling back 158 men as opposed to the 2,000 or 3,000 Mr. Homer 
indicated. 

The other comment I would like to make is with respect to the 
general tenor of Mr. Homer’s statement that a wage increase does not 
cost the railroads anything because our payroll for the first few 
months of 1958 is less than it was for 1957. The fact is that employ- 
ment is off by 179,000 employees. Expenditures for betterment have 
been cut in half. When you have that situation, of course, the pay- 
roll is less. 

But the fact is that the railroads for the work they are doing are 
paying a lot, much more as a result of the wage increase. And it is 
only because they are not doing work and because employees are out 
of work that that situation exists. 

The last comment I would like to make is with respect to the use 
of depreciation in Mr. Homer’s exhibit. Depreciation should be 
used for replacement of the railroad’s plant and not for the payment 
of operating expenses. 

I think that this committee well knows that the present deprecia- 
tion rate is not nearly enough to keep up the railroad’s plant. 
Freight cars, for example, that are being repaired today cost on an 
average $2,500. New cars cost on an average of $8,500. That means 
you have to find $6,000 of new money to buy new cars and to get it 
you have to earn $12,500 before income tax. 

So I do not think you can include depreciation in the so-called cash 
flow as Mr. Homer did in his exhibit. 

Mr. Wotverton. Mr. Chairman, my 5-minute period expired. 

Mr. Loomtis. I am sorry, I didn’t mean to use your time. 

Mr. Wotverton. That is perfectly proper. The only other ques- 
tion that I would take time to ask is, Gould you break down the dif- 
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ference or the amount that would be required to pay—the additional 
amount that would be required to pay for railroad retirement in the 
event that this bill goes through and the additional amounts to be 
paid for unemployment insurance? In other words, a breakdown be- 
tween those two? 

Mr. Loomis. It runs this way in round figures; $100 million for 
the increase in retirement, and about $85 million for the increase in 
unemployment. 

Mr. Worverton. Thank you. 

The Cuatrman. Mr. Mack. 

Mr. Mack. Thank you, Mr. Chairman. 

Mr. Triggs, a representative of the Farm Bureau, was here this 
morning. Are you familiar with his statement? 

Mr. Loomis. Yes. In fact, under the arrangements here he asked 
us to get him time. I understand that he called the clerk, and was 
told that he should make his application through us. So we were 
aware that he was going to be here. 

Mr. Mack. I was somewhat curious about his position, and wanted 
to ask him some questions. Since he is not available, I thought I 
might ask you. 

Did you understand the tenor of his testimony to be that it will 
cost the farmers of America more money ? 

Mr. Loomis. Well, that was certainly a part of the statement. 

Mr. Mack. I presume that he did not consult with you before filing 
his statement ? 

Mr. Loomis. No; he did not. 

Mr. Mack. You do say that his statement was substantially cor- 
rect ? 

Mr. Loomis. Yes; I would say, or I would have to put it this way, 
that the railroads cannot absorb the continually increased cost and, 
particularly, any more this year on top of what we have already 
contracted for without, in my opinion, having to seek a further rate 
increase or cut employment further or both. 

Such a big increase in annual operating expenses simply cannot be 
met without drastic changes. We are very shades to seek a further 
rate increase and hope very much we won’t have to, because that re- 
duces our competitive ability under existing conditions. But I think 
that is the basis for Mr. Triggs’ statement. 

Mr. Mack. Are we to assume that the farmers would not be too con- 
cerned if men were laid off—are we to assume that ? 

Mr. Loomis. I would not think that that would follow. 

Mr. Mack. Do you think it is reasonable to assume that the farmers 
would not feel that they would be affected immediately if some of the 
railroad employees were laid off ? 

Mr. Loomis. Well, I would expect that they would feel, whenever 
men were out of work, that hurt the economy and their ability to pro- 
duce and to sell. 

Mr. Mack. Yesterday Mr. Triggs did not say that he was concerned 
about the layoff of men. 

Mr. Loomis. I haven’t really read his statement all the way through. 

Mr. Mack. I realize that is not fair to ask you questions about some- 
one else’s statement. I concluded from his statement that he was con- 
cerned, not about a reduction in force but about the increased cost to 
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the farmer, and the only way that the farmers could be affected by 
increased costs would be for the railroads to secure a rate increase and 
charge them more money for hauling agricultural products. 

Mr. Loomis. That would be their immediate interest, I would say. 

Mr. Mack. If that is the case, then the railroads must be planning 
to pass this increased cost on to the consumers ? 

fr. Loomis. We, certainly, cannot absorb it. We have a tough 
enough time absorbing what we are doing. 

Mr. Mack. Then this would not burden the railroads, if the people 
had this passed on to them ? 

Mr. Loomis. I think it will do both. That is my present opinion, 
that you would have to have both further reduction in employment 
and rate increase. 

Mr. Mack. Mr. Chairman, I have further questions. But I will 
yield the floor for the present. 

The Cuatrman. Mr. O’Hara. 

Mr. O’Hara. Mr. Loomis, did Mr. Homer appear Saturday and 
testify before the Senate committee ? 

Mr. Loomis. No; Mr. Anderson appeared before the Senate commit- 
tee. I think possibly I should explain that. 

At some time earlier, 2 or 3 weeks ago, in a conference with Senator 
Morse about the possibility of a rehearing he gave us permission to 
file a brief with him, which we did, on the 25th of July. And we, also, 
asked for a rehearing before the subcommittee at that time. 

The following week, I think on Tuesday or Wednesday of last week, 
we received word that the Senate subcommittee would hold a rehearing 
on Friday afternoon. The Railway Labor Executives apparently 
had received copies of our statement that had been filed with the sub- 
committee. So that they were able to file a statement in reply. As 
a matter of fact, the subcommittee had their statement before the hear- 
ing opened. But Mr. Anderson appeared. Mr. Homer did not. 

Mr. O’Hara. You had not seen Mr. Homer’s statement ? 

Mr. Loomis. Not until it was presented yesterday. 

Mr. O’Hara. Until yesterday ? 

Mr. Loomis. That is right. It bears some similarity, in fact, quite 
a bit of similarity to the statement presented to the Senate subcom- 
mittee on Saturd: ay morning, which is the first time that we saw it. 

Mr. O’Hara. Mr. Homer, also, referred yesterday, Mr. Loomis, in 
his testimony to the fact that there were certain fringe benefits; com- 
paring the fringe benefits of other plans, being greater, as I recall 
the testimony, to that of railroad employees. Are you generally fa- 
miliar with the railroad employees’ benefits? Would you care to com- 
ment upon that phase of Mr. Homer’s testimony ? 

Mr. Loomis. Yes; I think he referred to an article written by a 
Mr. Meyers, in particular, in Mr. Meyers’ article he commented on 
25 plans, some of which were contributory, some of which were paid 
by the employer. 

Taking those 25 plans and considering present benefits and based 
on an average of $300 in wage income, the combination of social secur- 
ity and private benefits in 18 of the 25 plans, failed to match the rail- 
road benefits. . 

In the other seven, I believe it was, they were somewhat larger than 
the railroad benefits. 
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We have, also, based on studies by the Department of Commerce, in 
the Survey of Current Business for July 1957, figures on the ratio of 
supplements to wages and salaries to gross operating revenues or sales 
for various industries. 

So for the railroad industry the ratio of the supplements was 4.8 
percent of revenue. For all manufacturing it was 1.8 percent. For 
communications and public utilities which came closest to the rail- 
road figure, it was 2.8 percent. 

The railway employees, the railway unions, have not been backward 
in collective bargaining. And I do not think it could be said that they 
are behind anybody in their ability to secure wage increases and 
benefits. 

Mr. O'Hara. In the railroad retirement there is a provision, is 
there not, which is not generally available to other such retirement 
plans? 

Mr. Loomis. That is correct. I believe there are some six plans in 
some States on a contributory basis but I know of none where the 
employer pays it. Neither do I know of any that include maternity 
benefits such as the Railroad Act does. 

Mr. O'Hara. Carriers operating employees have the speed for 100- 
and 200-mile-operation provision—there is that in the scheme? 

Mr. Loomis. Yes. 

Mr. O'Hara. Would you care to enlarge upon that a little bit ? 

Mr. Loons. The basis for enginemen, for example, is 100 miles and 
their day’s pay is based on 100 miles, or in the case of enginemen 100 
niles or 5 hours in passenger service, 100 miles or 8 hours in freight 
service. 

If a passenger enginer should run 200 miles in 5 hours, he would 
receive 2 days’ pay, or in freight service, if he ran 200 miles, and 
let us say in 7 hours, he would receive 2 day’s pay. If he runs less 
than 100 miles, or if his speed should fall below in freight service 
1214 miles per hour, or in passenger service 20 miles per hour, he 
would be paid at the basic rate for the 100 miles at 1214 and 20. 

That was adopted a good many years ago. 

The average speed of freight trains back in 1920, if I recall cor- 
rectly, was approximately 1114 miles. Today the average speed of 
freight trains is somewhere around 1814 miles. 

So that on the average the speed basis produces about 114 times the 
hourly rate or the daily rate in freight service. 

In passenger service the average speed was then within the neigh- 
borhood of 20 miles an hour. ‘Today the average speed is slightly 
above 40. 

So that the average-speed basis produces twice the basic rate on 
the average in passenger service. 

Mr. O'Hara. What about holiday pay ? 

Mr. Loomis. The nonoperating employees have holiday pay. The 
yardmen have the option for holiday pay, but have not to my knowl- 
edge exercised the option. They might have on a few railroads but 
I do not know of any where they have exercised the option. 

But in the last settlement there was an option given—they could 
either take a larger wage increase, and not take holiday pay, or take 
holiday pay and somewhat smaller wage increase. 

They took the wage increase. And so far as I know no one has 
exercised the option to take holiday pay. 
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Mr. O’Hara. Thatisall. Thank you. 

The Cuarrman. Mr. Roberts. 

Mr. Roserts. On page 14, the third paragraph of that page, you 
state that the railroad annual payroll taxes would be increased nearly 
$200 million. Is that taking into consideration the amount that the 
railroads write off under our tax laws ? 

Mr. Loomis. No, that is the $185 million—that is gross cost. 

Mr. Roperts. Where is that statement ¢ 

Mr. Loomis. Pardon ? 

Mr. Roserts. Where is that statement of $185 million ? 

Mr. Loomis. Let me see. I think it is right in the beginning. 

Mr. Roserrs. That is all right as long as you say it is in there. 

That would be the net cost, the $185 million ? 

Mr. Loomis. That is the gross cost. The railroads that were in 
an income-tax bracket, of course, would have some offset. But you 
have 42 railroads presently that are not in the income-tax bracket. 

Mr. Roserts. Is it your opinion that this present recession may end 
in the next 12 months ? 

Mr. Loomis. We haven’t seen it yet. I was in Detroit about 4 
weeks ago when the Great Lakes Shippers Advisory Board was hav- 
ing its meeting. And I should explain probably that the Shippers 
Advisory Board makes estimates for traffic and car requirements ahead 
of time. The estimate of the Great Lakes Advisory Board covers a 
great deal of steel and automobile carloading. 

Their estimates with respect to the third quarter with respect to 
total carloadings was a decline of approximately 28 percent under 
L957, 

They estimated that automobile traffic and steel traffic and iron-ore 
traflic would be off approximately 50 percent. 

So we haven’t seen any tangible sign of a turnup. 

Mr. Roserts. We had testimony on the Transportation Act of 1958 
which indicated that the railroad industry was losing about $700 
million a year. 

Mr. Loomis. On passenger service ? 

Mr. Roperts. Yes, on passenger service. Do you contemplate that 

can be decreased considerably with new legislation ? 

Mr. Loomis. I hope there will be considerable improvement with the 
new legislation. Itisathing that will take time. 

Mr. Roperrs. Certainly, under section 4 you contemplate that you 
will not be the victim of slow-acting commissions and boards, par- 
ticularly in the eastern part of the country, as you have been in the 
past ? 

Mr. Loomis. It will take some time, but it will undoubtedly help. 

Mr. Roserts. That is all. 

The Cuarrman. Mr. Hale. 

Mr. Hae. Mr. Loomis, I am interested in this problem of main- 
tenance. Of course, if you do not maintain the cars there is a car 
shortage, but if you do not maintain your roadbed, you haven’t got 
anything at all, have you? 

Mr. Loomis. No, sir. 

Mr. Harr. How about that ? 

Mr. Loomis. That, of course, would vary with individual condi- 
tions, but no one is going to let maintenance get below the necessities 
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of safety. There is a great deal of difference between maintaining in a 
safe manner and maintaining in a fully efficient and good operating 
condition manner. And it is the maintaining of the maintenance to a 
good operating condition that has suffered during this period. 

You can defer a lot of things like laying new rails—you can get by 
with rails and cars, perhaps, for another year or 2 years. You can let 
stations go unpainted. Many of those things that do not affect safety, 
they can be deferred. 

You cannot defer them too long. And in the end, it probably costs 
more to catch up with the deferred maintenance. 

Where the cash is out, and you haven’t the money to do it, you can 
do those things. Mr. Symes could probably give you a more con- 
sidered answer, since he is an operating man. 

Mr. Hare. You are still maintaining the roadbeds in safe condition ? 

Mr. Loomis. Yes, sir. 

Mr. Hate. When you talk about maintenance of cars and so forth 
being deferred, isn’t there an element of danger in that ? 

Mr. Looms. If it is in that condition it has to be replaced, but you 
figure on a normal replacement of rails. You keep your roadbed up in 
topnotch condition. But if you have a bad rail or bad car, there is 
no question it has to be replaced. 

We are very much concerned about the car fleet. 

As I stated, on July 1 our service fleet was approximately 38,000 

cars below that of a year ago, and we definitely face the possibility 
of a car shortage if and when there is an upturn in business or if the 
requirements of national defense should suddenly increase. 

Mr. Hare. That is all. 

The CuHarrman. Mr. Staggers. 

Mr. Sraccers. Mr. Chairman, I have no questions, but I would 
like to make one comment and that is just on the last statement you 
made. If and when there will be an upturn of business. 

Do you feel there will be an upturn ? 

Mr. Loomis. There will be an upturn, but I do not know when. 

Mr. Sraccers. You said “if,” and I was interested, too, in your dis- 
cussion of the recession. There are a lot of men who w ould dispute 
your viewpoint that there is a recession. 

Mr. Loomis. Well, I think I said there were probably as many 
views as there are economists. I am not even an economist. 

Mr. Stacerrs. I have no further comments. 

The Cuarrman. Mr. Bennett. 

Mr. Bennett. I have no questions. 

The CuatrmMan. Mr. Rogers. 

Mr. Rogers. Just one question, Mr. Loomis. Assuming that Con- 

ress had not passed the Transportation Act of 1958 and had passed 
this legislation, how would the railroad absorb the impact of this? 

Mr. Loomis. I don’t believe they would. 

Mr. Rocers. What would have happened ? 

Mr. Loomis. Neither do I believe they can right now. 

Mr. Rogers. You mean that unless they have some way to pass it on 
to the shippers or to lay off some men to absorb it, and maintain the 
present business and their present shipments that they could not 
absorb it without going into—— 

Mr. Loomis. Into bankruptcy. 

Mr. Rocers. Into the red. 
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Mr. Loomis. Into bankruptcy. 

Mr. Rogers. With reference to the Transportation Act of 1958, 
would that relieve your burden or what ? 

Mr. Loomis. It will help. There are some roads where the help 
may not come soon enough for them. They are in a very questionable 
state. 

I noticed the statement the other day by two presidents that they 
did not know where they were going this fall for money to keep their 
railroads going, whether they could stay out of bankruptcy. 

Mr. Rogers. It is your position that the Transportation Act of 1958 
served to preserve the status quo rather than to let it sink lower and 
that this bill would create a situation where it would actually stalemate 
anything that might come out of the Transportation Act? 

Mr. Loomis. That is right. 

Mr. Rogers. That is all, Mr. Chairman. 

The Cuarrman. Mr. Beamer. 

Mr. Bramer. Just one very brief question. I think the increase 
in the railroad benefits retirement was some 10 percent, you said ? 

Mr. Loomis. Yes. 

Mr. Beamer. In order to refresh our memories, do you recall whether 
or not there was an understanding that there should be an arrange- 
ment made in order to avoid any deficiency ? 

Mr. Loomis. Yes, I think there was. I think I so stated in answer 
to the chairman. I believe in the President’s message he made ref- 
erence to it when he approved the bill increasing the benefits. And I 
know that in the hearings of 1957 the railroads stated that they 
expected to assume their share of the cost of that increase. 

Mr. Beamer. I presume you have some information, as to the amount 
that has been on hand ? 

Mr. Loomis. It was approximately a total of $80 million or $40 
million on each side. 

Mr. Beamer. That is all. 

The Cuatrman. Mr. Flynt. 

Mr. Fiynr. Mr. Loomis, since the hearings yesterday I tried to 
make an analysis of your statement and the statement made by Mr. 
Homer. Like several other members of the committee I find them in 
direct conflict in many instances. Are you prepared to say that your 
statement carries with it the endorsement of the member lines of the 
American Association of Railroads? 

Mr. Loomis. Yes, sir. 

Mr. Frynv. In other words, you are the spokesman on the portion 
contained in your statement for the railroad management? 

Mr. Looms. oo sir. 

Mr. Fiynr. I didn’t have a chance to ask these questions of Mr. 
Homer yesterday. I will ask the same question when Mr. Homer is 
here so that it will be on the record. 

You have stated clearly and concisely the position of the Association 
of American Railroads. 

On the other hand, Mr. Homer has clearly and concisely stated the 
position for the Railway Labor Executives Association. 

It, therefore, seems the primary and immediate task of this com- 
mittee is to determine upon which premise—the premise stated by you 
or that by Mr. Homer, upon which to act on this proposed legislation. 
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I had hoped that as I studied this yesterday and last evening, I might 
have been able to reconcile them and find some common meeting 
ground between the two statements. There is an old saying, familiar 
to those who have practiced law, that is contained in the charge to 
the jury when the case is turned over to the hands of the jury for 
deliberation and study, where there are conflicts in the testimony 
of the witnesses, that it is the duty of the jury to reconcile those con- 
flicts and to reconcile those conflicts without imputing perjury to 
either side. 

I know that several members of this committee, as I have been, have 
been engaged in trying to reconcile these statements. When we have 
had an opportunity to study the statement which you propose to 
submit this afternoon and which you requested permission of the 
chairman to submit, there may be other questions which some of the 
members of the committee will have to ask. 

At the present time I would like to refer, if you have available, a 
copy of Mr. Homer’s statement to that statement, on table 1, line No. 
11—A, taxes paid in 5 months for 1958 given as $131 million. To 
the best of your knoweldge, is that figure in that table correct ? 

Mr. Loomis. Yes. 

Mr. Fiynv. Line 8, taxes during the same period 1957, showing a 
figure of $143 million, is that figure correct ? 

Mr. Loomis. Yes. 

Mr. Fiynv. The question I have with regard to those two is this, 
does the figure shown on line 11-—A reflect actual payroll taxes paid 
for a larger and equal, or small number of employees? 

Mr. Loomis. That would be for a considerably smaller number of 
employees. The average for the first 5 months—the average number 
of employees for the first 5 months was 146,000 less than the average 
number for the first 5 months of 1957. 

Mr. Frynt. This calls for an opinion and a projection into the 
future rather than for an actual fact. Are you prepared to estimate 
the impact in number of employees of the increased proposed in this 
legislation ? 

Mr. Loomis. The cost of this H. R. 4353 would be equivalent to the 
wages of approximately 30,000 employees. 

Mr. Fiynv. That is all I have at the present time. 

Mr. Cuatrman. Mr. Bush. 

Mr. Busu. Thank you, I havea few. As I understood your answer 
to a question a while ago, it would cost the railroads $185 million to 
pay for this legislation before us? 

Mr. Loomis. That is right. 

Mr. Busu. Is that correct? 

Mr. Loomis. Yes, sir. 

The CuarrMan. Will you yield to me at that point? 

Mr. Busu. Yes. 

The Cuarrman. It has been referred to a number of times. Would- 
n’t that be the maximum cost? 

Mr. Loomis. No. That would be the maximum cost—it would be 
the cost of a full year. Later on the bill would raise the retirement 
tax some years hence, another $85 million or $86 million, but the 185 
million is the cost for a full year. 

The CuarrMan. You mean the maximum cost for a full year? 

Mr. Loomis. Based on the 1958 employment. 
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The Cuarrman. For 1958 employment that would be the maximum 
cost 


Mr. Loomis. That is correct. 

The Cuarrman. Of unemployment insurance paid to the full extent 
as well as the full increase? 

Mr. Loomis. The full 714 percent and the 4 percent. 

The CHarrMan. That is correct. 

Mr. Loomis. I think there would be no question about that but what 
the 4 percent would certainly have to be paid next year. 

The Cuatrman. Thank you Mr. Bush. 

Mr. Busu. That is all right. You asked the question I was going 
to ask him myself. 

Is it true that that cost will have to be absorbed by the railroad 
companies ? 

Mr. Loomis. Yes, sir. 

Mr. Busu. If they do not absorb it 

Mr. Loomis. It will either have to be absorbed or rates will have to 
be increased or some of both. 

Mr. Busu. That was my next question. If you do not absorb it then 
won’t you have to go to the various regulatory bodies and get an 
increase in your fares? 

Mr. Loomis. Unquestionably. 

Mr. Busu. That would be an added expense to your operation ? 

Mr. Loomis. Yes, sir. 

Mr. Busu. That is all, Mr. Chairman. 

The Cuarrman. Mr. Rhodes. 

Mr. Ruopes. I would like to ask Mr. Loomis what is the average 
benefit paid to a retired railroad pensioner ? 

Mr. Loomis. I think the average today would run somewhere in 
the neighborhood of $125 a month. The maximum, of course, is con- 
siderably higher. That is about $185 for one who gets the full benefits, 
but I think the average payment would run around $125. 

Mr. Ruoprs. Would you say that that would be adequate for a 
family to live on today ? 

Mr. Loomis. That would all depend, I think, on what his own sav- 
ings amounted to. Remember, he has worked a long time. 

The average, too, is brought down somewhat because it is possible 
to collect both railroad-retirement and social-security benefits where 
employees have left the railroad industry. That has some effect on 
the average. I don’t know of any way of getting it—I don’t know of 
any figures on the average for 1 ‘ailroad employees who work out their 
full time, but the average is lower because of that feature. 

Mr. Ruopes. Do you know what percentage of employees are receiv- 
ing the full benefits ? 

Mr. Loomis. No; I do not. 

Mr. Ruopes. That is all. 

The Cuatrman. Mr. Schenck. 

Mr. Scuenck. Mr. Chairman, I was wondering if Mr. Loomis could 
tell us how much is this average retirement benefit, about which you 
are speaking for railroad employees, compared with the average bene- 
fits received under social security, and other private pension plans? 
Have you any information on that at all? 
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Mr. Loomis. The maximum under social security is either $108 or 
$109.50. That is the maximum. 

I don’t have the figures for the average. But the maximum under 
the present act is $108 or $108.50. 

I believe the average is around $80, but please do not take that as 
a definite answer because I haven’t heticell it. 

Mr. Scuenck. There is considerable difference, of course, isn’t 
there, in the amount of contribution ? 

Mr. Loomis. Yes. Yes; on both sides. 

As I stated yesterday, taking social security and the average for 
State unemployment plans, the employer in social security for an 
employee on a 40-hour week making $400 a month would pay 7 cents 
an hour, whereas the railroad employer would pay under present con- 
ditions 1714 cents an hour. 

The proposed social-security bill reported out by the Ways and 
Means Committee would raise the payment for the social-security 
employer from 7 cents an hour to 8 cents an hour, whereas his 8. 1313 
or H. R. 4352 would raise the payment to the railroad employer from 
1714 cents an hour to 2614 cents an hour, or 1814 cents more than the 
social-security employer. 

Mr. Scuenck. Are you saying, Mr. Loomis, that this difference in 
the amount of contributions accounts for the difference in size of the 
benefit ¢ 

Mr. Loomis. Well, it certainly is a factor in it. 

Mr. Scuenck. Do you have any information at all as to civil 
service ¢ 

Mr. Loomis. No; I am afraid not. 

Mr. Scuenck. Do you have anything on any other pension plans, 
private or supplemental plans or anything like that 

Mr. Loomis. No. 

Mr. Scuenck. That would help us to compare it? 

Mr. Loomis. Not other than I mentioned in connection with the 
25 plans which were in this article that Mr. Homer referred to, which 
were combinations of social security and private plans, of which 
7 exceeded the railroad benefits, and 18 of which were below 
the railroad benefits in the combination. 

Mr. Scuencx. Then would the additional contributions that you 
would be required to make under either of these two bills—will that 
cost be ultimately passed on to somebody ? 

Mr. Loomis. Yes, sir. 

Mr. Scuenck. Probably the consumer? 

Mr. Loomis. Certainly, a substantial part of it would be, a large 
part of it. 

Mr. Scuenck. That is all I have, Mr. Chairman. 

The Cuarrman. Mr. Jarman. 

Mr. Jarman. I have just one question. Yesterday it was recom- 
mended to the committee that the committee adopt an amendment that 
would provide that there shall be no increase in the Railroad Retire- 
ment Act tax to the railroads until July 1 of next year, 1959. Does 
that change your position on the bill, and would you comment on the 
recommended amendment ? 

Mr. Loomis. Yes. No, it does not change our position. I would be 
glad to comment. That is saddling on an enormous fixed cost based 
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on the hope that business would be at a high level some time early 
next year. I think the Congress can well afford to wait until the 
next session and see how business does before they establish that fixed 
cost. 

Mr. Jarman. In the figures given at the end of your statement, you 
show a listing of the railroads and indicated net income for the first 
5 months of last year 1957 and then the first 5 months of 1958. 

Mr. Loomis. Except where there is an asterisk those are the actual 
figures. 

Mr. Jarman. I understand. 

Mr. Loomis. Where there is an asterisk, it is estimated. Otherwise, 
the actual figures. 

Mr. Jarman. Then as to the figures shown in the tables, I believe 
you show 22 of the railroads showing a deficit for that 5-month period 
in 1957 and 40 railroads showing a deficit for a comparable period 
1958 ? 

Mr. Loomis. That is correct. 

Mr. Jarman. The figures that I would also like to see would be the 
year-end figures. I would like to have furnished for the record the 
year-end figures for 1957 as to the income or deficit for the entire 1957 
period. 

Mr. Loomis. Yes. I might say, Mr. Jarman, I referred to 42 in 
the statement, in the body of the statement, whereas it is 40 here in 
the appendix. There was not included in the appendix the Alabama, 
Tennessee & Northern, which has now become a class I railroad under 
the Commission’s rules, and which is operating at a deficit, but was 
not included in the class I category of 1957. The 42d is Georgia Rail- 
road, whose deficits are assumed by its parent company. And, there- 
fore, no figures shown here because of that fact. 

Mr. Jarman. Of the 22 railroads that you indicate were operating 
at a deficit at the end of the first 5 months of last year, 1957, have you 
readily available now an indication of how many of those 22 railroads 
were operating at a deficit at the end of the year 1957? 

Mr. Loomis. We can furnish that with the statement we are going 
to send in this afternoon. Recalling the second half conditions last 
year, I would make a guess that all of them and probably more, but 
we will furnish the information. 

Mr. Jarman. Thank you. 

Mr. WititAMs (now presiding). Mr. Carrigg ? 

Mr. Carriec. Mr. Loomis, would you care to comment on the pro- 
portion of this increased cost that might eventually be passed on to 
the consumers? 

Mr. Loomis. No. It would be very hard to make a prognostication 
on that score. We might have to try to pass it all on. 

Mr. Carriaa. Do I understand that each member of the committee 
will be furnished with a supplemental copy of your reply this after- 
noon ? 

Mr. Loomis. Yes, sir. 

Mr. Carriaa. In what category of employment do you feel it has 
been necessary to lay off the largest number of men? 

Mr. Loomis. Well, I think the largest number of men have been 
laid off in the maintenance-of-way department and in the mainte- 
nance-of-equipment department because our car repairs, I think I 
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testified yesterday, have just about been cut in half and our main- 
tenance figures are way down. 

Mr. Carrtae. Well, it was brought to my attention yesterday that 
recently in my own district there have been a number of serious derail- 
ments. Is it true that these derailments could have been caused by 
the lack of inspection on the part of the carmen ? 

Mr. Loomis. I would very much doubt it, but I couldn’t give you a 
definitive answer. I haven’t studied the ICC accident findings which 
they do make, of course, with respect to accidents. 

Mr. Carriaa. Is it true that the inspection of roadbed is the primary 
responsibility of the railroad rather than the ICC? 

Mr. Loomis. Yes, sir. 

Mr. Carrica. And the inspection of the cars other than the safety 
devices is the primary responsibility of the railroad rather than 
the ICC? 

Mr. Loomis. Yes, sir. 

Mr. Carriage. Thank you. 

Mr. Witutams. Mr. O’Brien ¢ 

Mr. O’Brien. No questions. 

Mr. Witurams. Mr. Derounian? 

Mr. Drrountan. Mr. Chairman, would it be proper for me to ask 
questions of Mr. Symes? 

Mr. Witu1ams. Is Mr. Symes here? 

Mr. Symes. I am here. 

Mr. DerountAn. Yesterday Mr. Homer stated, and I quote from 
page 5: 

Actually the result of the first 5 months of any year is not necessarily a sound 
basis for predicting the results for the year, as the following table indicates— 
and then he has some figures. 

On page 2 of your statement you say that— 

Our deficit for the first 6 months of this year is over $25 million as compared 
with a profit of over $12 million for the same period last year, more than $37 
million worth off in just 6 months. 

In view of the two conflicting statements, can you tell me how the 
situation looks for the latter part of this year insofar as the Penn- 
sylvania Railroad is concerned ? 

Mr. Symes. Well, I would say this, that if we have, as we have 
estimated, a 12-percent increase in traffic for the last half as compared 
with the first half, and I also commented yesterday that I thought we 
were too optimistic the way July is going and the way we are going 
into August, but if that didn’t happen, that $25 million deficit would 
not be reduced for the year unless there would be some rate increases 
or we would be able to get the back mail pay from previous years. So 
that we could not bring ourselves out of this $25 million deficit by a 
single dollar, with a 12-percent increase in traffic, as I see it, even 
though we have this very heavy deferred maintenance program on 
our road. 

Mr. Derountan. How is your projected employment for the last 
6 months comparing with what it has been in the last 2 years? 

Mr. Symes. Well, we have cut our employment from about 102,000 
to 77,000 now. My guess is that we will probably put on, if we have 
the 12-percent increase in traffic, we will probably put on about 2,000 
or 2,500 employees. 





| 
| 
| 
| 
| 





RAILROAD RETIREMENT 69 


Mr. Deroun1an. Mr. Homer mentioned yesterday, indicating your 
very solvent and excellent financial condition, the fact that you had 
not availed yourself of the opportunity of the $50 million loan some- 
where. Will you explain that ? 

Mr. Symes. Well, 4 years ago our cash situation was not good and 
we could see what would happen if we got into a recession in busi- 
ness with inflation continuing, and at that time we were able to tie 
up with a group of banks, headed by the First National City Bank 
of New York, a $50 million loan commitment, which we could take at 
the prime rate. Of course, there is a standby charge of one-quarter of 
1 percent a year, even though we don’t use it, which we consider—I 
might say the bank keeps it—as bankruptcy insurance. In other 
words, as we could see what might happen, we wanted to be able to get 
our hands on some cash quickly, and that was a good place to do it, 
and that loan commitment has about a year and half—well, 2 years 
from last March—torun. We have the right to do it. 

As I told the stockholders, I did not believe, the way things were 
last May, that we would have to touch it this year and I still hope 
we don’t. It is much easier to borrow than it is to pay back. 

Mr. DerountAn. Did I hear Mr. Homer say yesterday that the Nor- 
folk & Western, in which you reputedly have an interest, had bought 
a great many diesel engines or ordered new diesel engines to a great 
extent? 

Mr. Symes. He did. Incidentally, we have approximately a 45- 
percent ownership in the Norfolk & Western, and I believe Mr. Homer 
or somebody remarked yesterday they had just placed an order for 
2,000 diesel engines. They don’t have that kind of money. 

Mr. Fox. We corrected the record ; 200. 

Mr. Symes. I might say they did. It is about 260 over a 214-year 
period, roughly about 9 or 10 a month; $50 million. There is a 
return, but it will involve laying off about 1,200 people, I would say, 
because of the efficiency of the diesel as compared with the steam. 

Mr. Derountan. Thank you very much. No further questions. 

Mr. Wiuiams. Mr. Dingell ? 

Mr. Dincetu. No questions, Mr. Chairman. 

Mr. Wiiu1ams. Mr. Younger? 

Mr. Youncer. Mr. Loomis, did I understand a while ago in answer 
to Mr. Beamer’s question that the deficit in the railroad retirement 
fund was running only $80 million short each year now ? 

Mr. Loomis. My understanding is that that would be the amount 
necessary to take care of the 10-percent increase that was granted 
in 1956. 

Mr. Youncer. I called the Railroad Retirement Board the other 
day to find out about this deficit, and they said it was running at 
$170 million a year. 

Mr. Loomis. Mr. Monroe tells me that, in addition to the 10 percent, 
it is running at a deficit ; so, your figure might be correct. 

Mr. Youncer. Well, say it is $170 million, and I understand that to 
cure that deficit would take about three-quarters of 1 percent tax on 
the existing payroll. If that is true, are the railroads prepared to cure 
that deficit ? 

Mr. Loomis. I think 








Mr. Youncer. Their share of this deficit ? 
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Mr. Loomis. The railroads’ statement was that they were willing to 
take their share of the 10-percent increase. I don’t believe they ever 
stated that they were willing to take an increase large enough at this 
time to cure the whole deficit. Those, of course, are actuarial figures 
running into the future with which I have no great familiarity, but 
I am sure that the railroads’ statement was that they would take their 
share of the 10-percent increase. I don’t think any commitment was 
made with respect to the fund as a whole. 

Mr. Youncer. Your commitment is only on the deficit created by 
the additional benefits that were granted 

Mr. Loomis. That is right. 

Mr. Youncer. About 3 years ago. 

Mr. Loomis. That is right. 

Mr. Youncer. But you would not be prepared 

Mr. Loomis. It was 2 years ago; the 1956 session. 

Mr. Youncer. But you would not be prepared to carry your share 
of the existing deficit that is accumulating now at the rate of $170 
million in the railroad retirement. 

Mr. Loomis. We haven’t made that offer. 

Mr. Youncer. You are not prepared to say that you would carry 
your share of that now. 

Mr. Loomis. Certainly not prepared to say that now. 

Mr. Younecer. That is all, Mr. Chairman. 

Mr. Wiiu1aMs. Mr. Kilgore? 

Mr. Kircore. I have no questions. 

Mr. Wiiu1aMs. Mr. Avery ? 

Mr. Avery. Just very briefly, Mr. Chairman. 

Mr. Loomis, I am delighted that you did not find it necessary to re- 
fute all of the statements Mr. Homer made in section D, because I am 
delighted to know that we could reserve that page nearly and take it 
back to Kansas and tell the people, especially the employees of the 
railroad, how well off they are. That is the most optimistic ap- 
praisal I have seen through this session of Congress as to what we 
might be looking forward to in the coming months from an economic 
standpoint. 

One question. Has there been any study made of the extent of 
ownership of railroad stock among retired railroad employees? 

Mr. Loomis. No. None that I know of. 

Mr. Avery. Well, what is your opinion, which I am sure would be 
pretty good? Do railroad employees tend to acquire stock in the rail- 
road with which they are employed ? 

Mr. Loomis. I couldn’t really give you an answer. The only one 
that comes to mind is or has been a retired railroad engineer that is 
a director of the New York Central. That is the only definite example 
that comes to mind. 

Mr. Avery. Well, the point that I thought maybe we should 
recognize 











Mr. Loomis. I have read in newspapers, for example, which is 
hearsay evidence—I believe there was a locomotive fireman that played 
a very important part in the Pennsylvania Railroad stockholders’ 
meeting a couple of months ago. 

Mr. Avery. I was just seeking to establish whether or not we should 
consider the fact that we might just be taking money out of one pocket 
and putting it into another for a number of railroad retireees. If we 
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should increase the emoluments here, or the annuities, it is possible 
we might be merely appropriating assets that might otherwise be 
coming to a retiree stockholder. That would not be performing a 
service for the retired employee. 

Mr. Loomis. No, sir. 

Mr. Avery. If there is a substuntial ownership of stock. 

That is all, Mr. Chairman. 

Mr. Loomis. I would have to guess, and I would rather not guess. 

Mr. Wiiu1ams. Mr. Alger? 

Mr. Areer. Thank you. 

Mr. Loomis, if the benefits paid under the railroad plan are approx- 
imately twice what they are over social security, give or take a little, 
and your tax compared to other industry against retirement almost 
three times or more, what will you assign now as a reason for in- 
creasing benefits ? 

Mr. Onin I wouldn’t assign any reason for increasing them. 

Mr. Aucer. Well, for example, has there been a cost-of-living in- 
crease since their last go-around ? 

Mr. Loomis. There has been some, percentagewise. To check it 
with the 10 percent, I don’t have a comparison at hand. 

Mr. Ateer. The cost of living would be a legitimate thought, 
wouldn’t it? 

Mr. Loomis. It certainly would be a factor. 

Mr. Acer. Are you acquainted—I was a squeaky wheel on the last 
go-around relative to this precedent of Government guaranteeing rail- 
road loans. Are you by any chance acquainted with the views I ex- 
pressed? There is a two-page statement in the report that accom- 
panied the hearings, and I made my views known on the floor. 

Mr. Loomis. I heard you express them on the floor. 

Mr. Arcer. Then this is a golden opportunity for me. Let me ask 
you now, as I intend to ask Mr. Homer later, what are the railroads 
prepared to do, if anything, about the $241 million—these are ICC 
figures from last year—compensation for time not worked, paid last 
year by class I railroads, No. 1; and, No. 2, that the class I railroads 
paid during 1957 for 428 million miles which were not run, a cost, 
approximately of $150 million I am told. What, if anything, are the 
railroads prepared to do about correcting these two factors? 

Mr. Loomis. Well, I think you have picked out two factors that are 
subject to some question. The time-paid-for-but-not-worked column 
on the ICC form includes, for the nonoperating employees—and 
I think that is where the column appears—includes vacation pay, 
which is quite a substantial amount of that. I don’t think that any- 
one expects that we are going to try to retract the vacation agreements. 

Mr. Atcer. What percentage is the vacation pay of the $241 million? 

Mr. Loomis. It would be a very substantial part for the nonoperating 
employees. 

Mr. Atcrer. What is substantial ? 

Mr. Loomis. I would have to guess. 

Mr. Areer. Fifty percent? 

Mr. Loomis. Our estimate would be about 75 percent for the non- 
operating employees would be vacation pay, and probably about 50 
percent for the operating employees. 

Mr. Arcer. That leaves the balance, then, for featherbedding, if 
there is any. 
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Mr. Loomis. That is correct. 

Mr. Atcer. I am told there is some. Could any of that feather- 
bedding be eliminated in your mind or are you prepared to try to 
eliminate it or have you thrown in the towel ? 

Mr. Loomis. No; I wouldn’t say we have thrown in the towel. We 
certainly hope to eliminate some of it. 

Mr. Aucrer. How about the second figure—since time is so short, I 
won't try to expand these—of the 428 million miles which were paid 
for but not run by class I railroads? 

Mr. Loomis. By and large that would be making up the minimum 
day and the factor itself would not be susceptible to the charge of 
featherbedding. That is where a man makes his run but his run is 
less than a hundred miles, and it would particularly obtain in local 
freight service, road switcher service, where there is unloading and 
switching and the run is slow and the run is less than a hundred 
miles, but you pay a hundred miles for his basic day. 

In local freight he might only run 50 miles in 8 hours but, of course, 
you pay him the hundred miles. 

The real comparison on that score, the effect of the mileage basis 
of pay, stands out under the service hours in the difference between 
straight time actually worked and straight time paid for. 

Mr. Arcer. Well, have the figures been revised over recent years 
or does this go back, as you pointed out earlier, 20 or 30 years, some of 
them, with speeds that have changed and distances that have changed / 

Mr. Loomis. The basis of pay has not been revised. 

Mr. Axcer. Does it not suggest that this might be a possibility 
for the railroads as well as the labor unions? 

Mr. Loomis. Yes, sir; it certainly does. 

Mr. Axcer. I was hoping you would say that. I didn’t mean to 
have to drag it out. 

Mr. Loomis. You don’t have to. 

Mr. Ateer. Thirdly—I might say these are not planted questions. 
Tam feeling my way. 

Thirdly, the matter of injuries. I noticed a great difference between 
railroads even in terms of their own mileage traveled and the amount, 
as I got the figures, this same chart, there 1s about $100 million a year 
for injuries to people. Is it possible a saving could be effected here 
which would make your statement look a little better in terms of Mr. 
Homer’s analysis, for example, or any other critic? 

Mr. Loomis. Let’s just see if I have something on that. 

Mr. Acer. This was an ICC figure. I don’t have the chart. 

I think my time is up, Mr. Chairman. 

Mr. Loomis. Well, our money figures, Mr. Alger, of course over 
the years with inflation do not necessarily represent an increase in 
the injury rate. The injury rate could be considerably less and yet 
your money figure could be more. 

Also, as you probably well know, there is a tendency of jury ver- 
dicts in recent years to be considerably larger than they used to be. 
So I don’t think your money figures are an accurate reflection. The 
casualty rate has pretty steadily decreased. Ido not have the casualty 
figures before me as a whole, but I think the employee injury rate 
for 1957 was lower than it had ever been, the death rate, at least. 

Mr. Acer. Well, I shan’t dwell on it. There was a difference be- 
tween railroads. I was particularly interested in that. 
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Mr. Loomis. But on the money figure it would be misleading. 

Mr. Areer. Of course. Thank you, Mr. Loomis. 

Mr. Wuu1aMs. I believe we have made the rounds of the committee 
except Mr. Macdonald. Do you have some questions? 

Mr. Macponavp. ‘Thank you, Mr. Chairman. 

Actually I heard your testimony yesterday. The only question I 
did have, I was wondering if the figures you gave yesterday are 
correct for this year. 

Mr. Loomis. Yes. You mean the estimate of cost? That is based 
on 1958 employment. 

Mr. Macponaxp. I recall seeing some figures during the hearing 
on the railroad bill that indicated that last year practic: ully every 

‘ailroad in the country paid dividends to its stockholders, and quite 
properly so. I am not saying there is anything wrong about that, 
but I am just asking you if that is a fact. 

Mr. Loomis. I don’t believe so. At least I know of a good many 
railroads that did not, but I am afraid I don’t have any figures here 
with me. 

Mr. Macponatp. Let me phrase it this way. Is it a fact that the 
figures for the last 6 months of this year, starting with January, say, 
through June or July, are the worst figures that could possibly be 
used in the hearing as far as income is ¢ oncerned ? 

Mr. Loomis. Well, they probably are. I think we have about the 
worst situation that we have ever had. 

Mr. Macponatp. Do you think that that trend of decline in income 
has come toahaltnow? Do you think the railroads 

Mr. Loomis. I certainly hope so. 

Mr. Macponatp. Do you think the railroads are on their way back 
up? 

Mr. Loomis. I certainly hope so. When is certainly a very serious 
question. 

Mr. Macponatp. Would you think that the fact that the Con- 
gress passed a railroad bill would be a shot in the arm to railroads? 

Mr. Loomis. It will be a—well, it will be a little bit more than a 
shot in the arm aside from the loan provision. The bill that Congress 
passed, though, is a long-range thing. The competitive ratemaking, 
the dealing with the passenger service. It is not a short-term shot 
in the arm by any means. It is a long-term-prospective thing. 

Mr. Macponaup. Don’t you think the railroads are in better shape 
having had the bill passed than they would have been had the bill 
not passed ? 

Mr. Loomis. Oh, unquestionably. 

Mr. Macponatp. And therefore some of your figures are not quite 
accurate as of this moment. 

Mr. Loomis. Well, they are accurate as of this moment. What we 
may be able to get by way of improvement on the long-range thing 
is the speculative element. 

Mr. Macponaxp. If you have answered these questions before, I 
apologize. 

Mr. Loomis. It is quite all right. 

Mr. Macponabp. I was thinking if the railroads’ mind hadn’t been 
made up about this type of legislation prior to the assistance that it 
got from the Congress. 


Mr. Loomis. Well, if I follow you 
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Mr. Macponatp. I hope you do follow me because it is quite simple. 
What I am asking you is did the railroads make up its mind about 
this legislation prior to the fact of getting legislation that was very 
beneficial to the railroads passed through the Congress? That is a 
very simple question. 

Mr. Loomis. I would say prior and subsequent, both. 

Mr. Macponarp. Well, it only passed how long ago ¢ 

Mr. Loomis. The general railroad bill ? 

Mr. Macponaup. Yes. Passed the C ongress—it hasn't been signed 
by the President yet. 

Mr. Loomis. I think it was last Wednesday. 

Mr. Macponaxp. Is your thinking predicated on the situation that 
prevails in the railroad industry before this bill or after this bill? 

Mr. Loomis. It is predicated on the situation that obtains in the 
railroad industry right now. 

Mr. Macponarp. Right. 

Mr. Loomis. The Congress passed the bill because of the deteriorat- 
ing condition of the railroad industry. 

Mr. Macponaxb. Yes, sir. 

Mr. Loomis. We hope that bill is going to help to stem and to turn 
that deterioration the other way. But “until something like that is 
actually in being, we think that any increase in cost at this time would 
more than nullify the immediate benefits of the bill. 

Mr. Macponatp. You would be in a better position to absorb some 
of those costs when the President signs the bill that has passed both 
Houses ¢ 

Mr. Loomis. No. I don’t think that the President’s signing it makes 
any difference. 

Mr. Macponap. In other words, you don’t think that the bill that 
is going to go into effect to help the railroads is going to help the 
railroads? 

Mr. Loomis. Yes, sir; but not as an immediate thing. Competitive 
ratemaking, for example, is going to take time. It is going to take 
time on the agricultural exemptions. It is going to take time on the 
change in the private carriage provision. The Interstate Commerce 
Commission jurisdiction with respect to passenger serv ice takes time. 
There is no immediate money in it at all except the ability to go to 
the Commission for application for a loan. 

Mr. Macponaxp. Well, I don’t want to prolong this, but I come 
from New England and a railroad president from New England 
testified that if the bill did not pass, he would be in bankruptcy on 
June 1 of the coming year. 

Mr. Loomis. Right. 

Mr. Macponap. Well, that is how many months away, 6 months 
away, 5 months away / 

Mr. Loomis. Five months. 

Mr. Macponap. Well, that is a rather short-term type of thing; 
isn’t it ? 

Mr. Loomis. That was because he couldn’t borrow any money. 

Mr. Macponatp. Right. 

Mr. Loomis. They canned a bill where they can go to the Com- 
mission. 

Mr. Macponatp. Then the railroads will be in better shape—— 
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Mr. Loomis. He wil) be in better shape by borrowing money. What 
his ultimate condition will be if he can’t pay the money back is some- 
thing else again. 

Mr. Macponatp. Well, the Government will pick up the tab because 
we guaranteed the loans up to 100 percent. 

Mr. Loomis. That still wouldn’t relieve him of the obligation of 
repayment. The Government lent a lot of money during the RFC 
period but it got repaid. 

Mr. Macponaxp. In closing I would just like to ask you this ques- 
tion. Do you think that the bill the Congress and the upper body 
passed was of benefit to the railroads of was not of benefit to the 

railroads ? 

Mr. Loomis. It was of benefit. 

Mr. Macponarp. But not— 

Mr. Loomis. But not short range. 

Mr. Macponaip. How do you define short range ? 

Mr. Loomis. Oh, over the period of the next yea 

Mr. Macponatp. Within 1 year it will have naa 

Mr. Loomis. It will have some effect but, in my opinion, not a great 
effect. 

Mr. Macponatp. You say it will have some effect. Is it an adverse 
effect or 

Mr. Loomis. No. It will have a helpful effect. 

Mr. Macponatp. Then why do you think it won’t have any effect? 

Mr. Loomis. I didn’t say that. I said it would not have a short- 
range effect of any ie proportion. 

Mr. Macponaup. Well, we are splitting terms, I suppose, because 
then I asked you what you ns thenaalle was short range and you said a 
year, and now you say it will have an effect within a year. 

Mr. Loomis. It will have some effect. It won’t put $185 million 
into the railroad till within a year by any manner of means. 

Mr. Macpvonaup. And you stick to that figure, that that is what you 
will need in order to have this bill passed. 

Mr. Loomis. Oh, yes. That is based on Railroad Retirement Board 
figures. 

Mr. Macponatp. Thank you, Mr. Chairman. 

Mr. WititaMs. Does any other member of the committee desire 
recognition ? 

Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, I have one question I would like to 
ask Mr. Loomis. 

Mr. Loomis, are you familiar with whether some of the railroads 
have their own private retirement funds or plans? I don’t know 
whether the word “retirement” is correct, but I think it is. 

Mr. Loomis. Some do. 

Mr. O’Hara. Is that generally available to all employees? 

Mr. Loomis. There are variations. In some cases it is. In others 
it is not. 

Mr. O’Hara. But in some instances it is available in addition to 
the 








Mr. Loomis. Yes. In fact, Mr. Symes could answer your question 
with respect to his plan which is available. 

Mr. O’Hara. Mr. Symes, could you tell us about the private retire- 
ment plan of the Pennsylvania Railroad ? 
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Mr. Symes. We have what is known as a supplemental pension plan 
which continues the railroad retirement plan beyond the limitation of 
$350a month. It is contributory, 50-50 on the part of each, both man- 
agement and employees. We have about nearly 40,000 in the plan, 
about 65 percent of them belonging to railroad labor unions, so it is 
available to everyone. 

Mr. O’Hara. That is all I have. 

Mr. Macponap. Mr. O’Hara, would you yield? 

Mr. O’Hara. Yes. Certainly. 

Mr. Macpona.p. Sir, in line with that answer, do the executives, 
the vice presidents of the railroads that you have knowledge of, have 
a retirement plan ? 

Mr. Loomis. A great many of them do. 

Mr. Macponaip. Do you have any idea as to the amount that they 
contribute, as compared to the amount they take out ? 

Mr. Loomis. No. I do not in the way of being able to give you 
figures. There are variations from road to road. 

Mr. Macponaxp. Well, would yousay 

Mr. Loomis. And there are some that don’t have any. 

Mr. Macponaup. Would you say that in the main the level of the 
vice presidents putting into the retirement fund, and his withdrawal 
at the time he retires, is a bit higher than the average conductor or 
brakeman ? 

Mr. Loomis. Well, I would suppose it is because certainly in the 
railroad industry, at least, executive compensation hasn’t anywhere 
near kept pace with the general level, general plane, and in many 
instances is less than it used to be. 

Mr. Macponatp. I suppose they just split up. They follow the 
policy of having more vice presidents rather than raising the salary of 
one. 

Mr. Loomis. No. I don’t think that is true either. 

Mr. Macponaup. Do you happen to know how many vice presidents 
there are in the New York, New Haven & Hartford, for example? 

Mr. Loomis. Not offhand. 

Mr. Macponatp. Well, do they belong to your association ? 

Mr. Loomis. Yes. 

Mr. Macponavp. But you don’t have any information ? 

Mr. Loomis. No. I can’t carry each railroad in my head. 

Mr. Macponatp. And I am sure you can’t carry it in your head, 
but do you have any figures there? 

Mr. Loomis. No, I do not. 

Mr. Macponaxp. I see you listed their expenses. Yesterday I 
thought I saw their expenses and incomes listed. 

Mr. Loomis. You saw their income results and the estimated cost 
of this bill. 

Mr. Macponatp. Could you give any estimate of how many vice 
presidents there are on the New York, New Haven & Hartford ? 

Mr. Loomis. No. I would make a guess of probably five, but I 
really don’t know. 

Mr. Macponaup. Would you be surprised if there were more than 
five? 

Mr. Loomis. Yes, I would. 

Mr. Macponatp. Do you happen to know what type of retirement 
fund they have, the five that you know about? 
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Mr. Loomis. No, I do not. 

Mr. Macponatp. Is it on a similar basis as the legislation that is 
now pending ? 

Mr. Loomis. I haven’t any idea. I don’t even know for sure 
whether they have a plan. 

Mr. Macponatp. Have you worked for a railroad yourself? 

Mr. Loomis. Yes, sir. 

Mr. Macponatp. Which railroad ? 

Mr. Loomis. Delaware & Hudson. 

Mr. Macponatp. What is their retirement plan for executives? 

Mr. Loomis. They adopted one a year ago, long after I had left the 
road, and I don’t know what it is. When I left the road in 1942 they 
had no plan. 

Mr. Macponap. Isthat why youleft? [Laughter.] 

Mr. Loomis. No, sir. 

Mr. Macponatp. Thank you. 

Mr. Loomis. I was young enough then so I wasn’t interested at that 
time. 

Mr. Witu1ams. Any other member desire recognition ? 

Mr. Beamer. Mr. Chairman, I think a question was asked Mr. 
Loomis during the day and I have a letter from Mr. Folsom, former 
Secretary of the Department of Health, Education, and Welfare, and 
I will just read one sentence: 

Eleven million persons receiving old-age and disability insurance benefits at 
the end of 1957 and they totaled $666 million. 

Now, dividing those two it would be an average of some $55 per 
month. 

Mr. Loomis. That would sound right. 

Mr. Beamer. This was put on my desk yesterday. I don’t know 
whether that sheds any light on the question. 

Mr. Loomis. That would sound about right. 

Mr. Beamer. I thought it sounded a little low myself. 

That is all, Mr. Chairman. 

Mr. WituraMs. Mr. Schenck. 

Mr. Scuenck. Mr. Chairman, may I just make this comment, that 
the income of people who are on fixed incomes, and usually it is quite 
low, is of very deep concern to all of us because they, like everyone 
else, are faced with high living costs. For that reason this commit‘ee 
I think is especially interested in this particular problem that we have 
before us now. 

Mr. Loomis. I can appreciate that, Mr. Congressman. I think also 
you have to consider, however, the effect that this cost might have in 
putting even more people out of work. 

Mr. Wittrams. Thank you very much, Mr. Loomis. 

Mr. Loomis. Thank you, sir. 

Mr. Wiuu1AaMs. We have gone a little longer than we said we would 
with Mr. Loomis. The chairman is expected back in about 5 minutes, 
and we might as well proceed with Mr. Homer if that is satisfactory 
with everybody. 

Mr. Fox. If there is no objection, Mr. Chairman, in order to expedite 
this, if there is no objection, I would like to be with Mr. Homer to per- 
haps answer some questions. 
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STATEMENT OF WINFIELD HOMER—Resumed, ACCOMPANIED BY 
MICHAEL FOX AND C. T. ANDERSON 


Mr. Wiiu1aMs. I don’t believe I have any questions. 

Mr. Roberts ? 

Mr. Roserts. No questions. 

Mr. Wituiams. Mr. O’Hara, do you have any questions ? 

Mr. O’Hara. No questions. 

Mr. Witu1aMs. Mr. Staggers. 

Mr. Sraceers. I will follow the trend and will not ask any questions 
either. Maybe wecan get through here. No questions. 

Mr. Wituiams. Mr. Flynt ? 

Mr. Fiynt. Thank you, Mr. Chairman. 

Mr. Homer, do you have your statement made yesterday with you ? 

Mr. Homer. Yes. 

Mr. Fiynt. I would like to refer to table 1, if I may, to ask my first 
question. 

Line A shows payroll taxes paid first 5 months of 1958, $131 million; 
line H shows actual taxes same period, 1957, $143 million. 

Does that same period refer to the first 5 months of 1957 ? 

Mr. Homer. I am not sure I quite understand your question, sir. 

Mr. Fiynt. You say the same period in 1957. Does that mean the 
first 5 months of 1957 ? 

Mr. Homer. Yes. 

Mr. Fiynt. Does that take into consideration the fact that there 
were considerably fewer employees during 1958 than there were in 
1957 ? 

Mr. Homer. No. Each figure is based on the actual number of 
employees. 

Mr. Fiynt. Yes, sir. Now, have you made any estimate to project 
those figures to determine whether the payroll taxes will continue to 
drop, whether they will stabilize, or whether there will be an increase ? 
First, under existing law. 

Mr. Homer. Well, I made no effort to predict what the employment 
base will be in future period. Given the same fixed tax rate, an in- 
crease of employment, of course, will increase proportionately the cost. 
I haven’t made any effort, though, to determine what it will be next 
year, for example, when the particular amendments that have been 
proposed would go into effect. 

Mr. Fitynt. Do you agree with the statement made by Mr. Loomis 
that the cost of S. 1313 or H. R. 4353 would be approximately $185 
million ? 

Mr. Homer. No. I don’t agree with that statement, sir. I can’t 
eheck that on any basis. 

Mr. Fiynt. Do you have a substitute figure to give it as a result of 
your computations and analysis ? 

Mr. Homer. I would like to say first of all that Mr. Loomis’ figures 
are something he apparently himself is not completely sure of. I notice 
in the morning paper the Association of American Railroads adver- 
tised the cost as $200 million. 

Mr. Loomis. Nearly $200 million. 

Mr. Homer. The principal criticism Mr. Loomis made of my figures 
this morning apparently was that I deducted the 1957 taxes for 5 
months of $143 million from the estimate for the 5 months of 1958 with 
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a different employment base. Now I did it that way because all of the 
comparisons that have been made, most of those that Mr. Loomis made 
and many of those that I made, were based on the comparison between 
the 2 years, last year and this year. 

Now Mr. Loomis is correct that you can do it from a basis of 1958 
alone. Ihave made that check since Mr. Loomis was on the stand. If 
I had deducted from the $190 million figure in place of the $143 million 
the $131 million actually paid in the first 5 months of this year, I would 
have had in place of my $113 million, $141 million, not $185 million. 
It would increase it by that amount. 

Is that clear ? 

Py Fiynr. I think that answers the question. I think it is very 
clear. 

Mr. Wiu1aMs. Mr. Flynt, I am sorry to interrupt, but it is 10 min- 
utes until 12 and it is absolutely necessary that the committee go into 
executive session for about 5 minutes, at least, before 12 o’clock. 

Mr. Homer, would you be available this afternoon, and you, Mr. 
Fox? 

Mr. Homer. Yes. 

Mr. Wiuu1aMs. I am certain that other members of the committee 
will have questions of you, and it is obvious that it is impossible for 
us to conclude this morning. So, of course, subject to the chairman’s 
wishes in the matter, the committee will recess until 2 o’clock this 
afternoon for these hearings, and at present the committee will go 
into executive session. 

Mr. Loomis. Mr. Chairman, may I raise the question—we have here 
Mr. Symes, Mr. Brock, and Mr. Dearmont from out of town. Would 
you like them to return or can they be released ? 

Mr. Wiis. I don’t think it would be necessary for them to re- 
turn unless some member of the committee would like to interrogate 
them further. No. I think it would be perfectly all right. I think 
we will hear from the labor representatives this afternoon. 

Mr. Loomis. Thank you very much, Mr. Chairman. 

(Whereupon, at 11:50 a. m., the committee went into executive 
session to resume the open hearings at 2 p. m. the same day.) 


AFTERNOON SESSION 


The CHarrmMan. The committee will come to order. 

As I understand, there were some questions asked of Mr. Homer this 
morning but we have not made the rounds of the committee. Appar- 
ently the members were mostly satisfied with the hearings under the 
circumstances. 


STATEMENT OF WINFIELD HOMER, ACCOMPANIED BY MICHAEL 
FOX AND C. T. ANDERSON—Resumed 


The Cuatrman. Mr. Hale, do you have any questions you would 
like to ask of Mr. Homer ? 

Mr. Hare. No questions. 

The Cuarrman. Mr. Staggers? 

Mr. Straacers. I have no questions. 

The Cuarrman. Mr. Homer, I thank you in behalf of the committee. 
Apparently there are no further questions about your statement. 
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Mr. Younger, do you have any questions for Mr. Homer? 

Mr. Youncer. Yes. Ido have one. 

On page 6, perhaps I did not understand your statement. You say: 
These obligations usually mature in 10 to 15 years. It is clear that the cash 


flow of the carriers after deducting all expenses of operations, taxes, and fixed 
and contingent charges have been more than enough to meet the cash requirements 


of the debt maturities. 

Now, do I understand that that statement of yours contains all of 
the requirements that management must meet ? 

Mr. Homer. The reference here is to table V. 

Mr. Youncer. Yes. But I mean your own statement there. 

Mr. Homer. No. 

Mr. Youncer. I am just taking your statement. 

Mr. Homer. That reference is only to the equipment obligation 
maturities listed on page 5. 

Mr. Youncer. Well, I know, but you make a statement there. You 
say: 

After deducting all expenses of operations, taxes, and fixed and contingent 
charges have been more than enough to meet the cash requirements of the debt 
maturities. 

Now, do you consider that those are all the obligations which man- 
agement must meet ? 

Mr. Homer. No. 

Mr. Youncer. What other obligations do they have? 

Mr. Homer. Of course, they have obligations to meet other debt 
maturities besides those which are listed here. They may have obli- 
gations to meet preferred dividends, to meet podhiianit-shiiek dividends. 

Mr. Youncer. I gather from this that your philosophy was that 
they had no obligation at all to pay any return whatsoever on capital. 
Am I wrong about that ? 

Mr. Homer. No. I didn’t mean to imply that, sir. 

Mr. Youncer. That is the implication I gathered from your state- 
ment. I just wanted to clear that up. 

Mr. Homer. No. Philosophically, I think, however, the obligation 
to these employees and to the retired employees is to be preferred to 
the obligation to the stockholders. 

Mr. Youncer. That is all. 

The Cuarrman. Mr. Avery? 

Mr. Avery. Mr. Chairman, I didn’t expect to be up at the plate 
quite as soonasthis. I haven’t 

The Cuatrman. It is a fast game. 

Mr. Avery. I have so concluded. I haven’t developed the ques- 
tions in detail and I presume, if you will excuse me, Mr, Homer, 
probably this is in your statement. I didn’t get to hear your entire 
statement yesterday morning. There has been a considerable amount 
of discussion here and disagreement over that figure of $185 million 
increased cost to the railroads were this legislation enacted in its pres- 
ent form. 

We broke that down. I think Mr. Loomis broke that down to ap- 
proximately $100 million for retirement and $85 million for un- 
employment. 

Now, in your opinion, that figure that Mr. Loomis described as $100 
million in increased cost for retirement should be what amount under 
the provisions of that bill? 
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Mr. Homer. I have no way of breaking that down. If I assume 
his ratio and apply it to my figures, I could give you an approximate 
figure based on my estimated costs here. 

Mr. Avery. All right. If that is not a lengthy computation, I 
would like to have your opinion on that. 

Mr. Homer. Yes. 

Mr. Fox. Mr. Homer is an expert with a slide rule. 

Mr. Homer. I don’t know whether I am an expert but I can get by. 

Mr. Avery. If he can even run one he is quite an expert, I think. 

Mr. Homer. He said $100 million for retirement, was it not, out of 
the $185 million ? 

Mr. Avery. That is right. 

Mr. Homer. That would make, on the basis of my $113, sir, approxi- 
mately $62 million for retirement and the balance for the unemploy- 
ment insurance. 

Mr. Avery. The unemployment would be the differential between 
the $113 million and $62 million. 

Mr. Homer. Yes. I gave another figure in my testimony which 
would be the amount of that $113 which would become applicable to 
1959. That was $87 million. I can also make a calculation on that 
basis. 

Mr. Avery. $87 million as an accumulated figure for the 2 items, 
for retirement and unemployment together? It would be $87 million 
in 1959, did you say ? 

Mr. Homer. No. My figure was $87 million which would be appli- 
cable to the year 1959 on the basis of my calculation of costs for both 
retirement and unemployment insurance. Now, that was based on 
the assumption that the retirement part of it would not become appli- 
cable until the latter part of the year. 

Mr. Avery. Well, then, how do you account for that differential ? 
Maybe I am not following you precisely here. Are you assuming 
unemployment loads would be considerably less, or what now ? 

Mr. Homer. Yes. I am not questioning Mr. Loomis’ estimates. I 
simply pointed out in my original statements—I think I interpolated 
it in the middle of my statement. It isn’t in the prepared statement, 
that the revised proposal of the employees is to make the retirement 
portion of the proposal applicable for only the last 6 months of next 
year. So that would cut in half the figure I just gave you. 

Mr. Avery. I see. 

Mr. Homer. I said 63. It would be about 31 or 32. 

Mr. Avery. Of course, there is no particular solvency cutting it, too, 
merely because you are paying it for a half year because you would 
still have the full impact to meet the following year. So it is purely 
a matter of bookkeeping that you are referring to there. 

Mr. Homer. Well, it is a matter of bookkeeping and also, sir, it is 
a matter of timing. As an economist I am considering the fact that 
we are now in a period of depressed or recessed business conditions 
and we may be a lot better off a year from now. 

Mr. Avery. Well, this brings me to my final question. You have 
heard me interrogate Mr. Loomis about your conclusions in section D 
of your report, and I just want to reiterate, Would it be perfectly 
agreeable with you that we could quote you as this being your pro- 
jection as to the immediate future of the economic picture as you have 
stated in section D or are you merely injecting the quotations from the 
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Wall Street Journal? I didn’t quite get your position clear. Is that 
your view or are you merely repeating some that you have read ? 

Mr. Homer. Well, of course, it is a combination of both, sir. I 
recognize as other economists do that when new orders for manufactur- 
ing pick up, when carloadings pick up as they have, when building 
goes to unprecedented levels, ae the July reports just out today show 
that the July buildings is at a new alltime high, I conclude from such 
indications as that that the pickup or the recovery is already underway. 
Now, I can’t go beyond that. 

Mr. Avery. Well, you would have to modify your previous state- 
ment that we are in a period of recession, then, wouldn’t you, in view 
of the extreme optimism that you associate yourself with here? 

Mr. Homer. I am quite optimistic, sir, about the next year based 
on what I have been able to determine from the types of materials 
that I have shown to you. 

Mr. Avery. Well, thank you. I think that pretty well summarizes 
vour statement and I appreciate your positive point of view, Mr. 
Homer. 

Thank you, Mr. Chairman. 

The Cuarrman. Mr. Hale had a question. 

Mr. Hate. Mr. Homer, how long have you been familiar with the 
railroad-retirement legislation ? 

Mr. Fox. Could I answer that, sir? Mr. Homer is our economist 
generally in the field of railroad earnings usually in our wage-nego- 
tiation cases. His experience in railroad retirement is limited to 
what he has been able to observe as the result of discussions we have 
had from time to time. He does not consider himself an expert statis- 
tician or economist in the field of railroad retirement. 

The CuHairMaN. What was the question? What was your question ? 

Mr. Hate. I asked him how long he had been familiar with railroad- 
retirement legislation. 

The Cuarrman. That is Mr. Fox talking. 

Mr. Fox. I am speaking on behalf of the Railway Labor Executives’ 
Association, Mr. Hale. 

Mr. Hatz. All right. Then I will direct my questions at you, Mr. 
Fox, not at Mr. Homer. 
ae long have you been familiar with the railroad-retirement legis- 

ation ¢ 

Mr. Fox. Actively I would say about 12 years. I have been in the 
railroad business—I entered the railroad service about 32 years ago, 
but actively I have had a part in the legislative progress of the rail- 
road retirement for the last 12 years. I serve on a committee. 

Mr. Hate. Last 12% 

Mr. Fox. Twelve years; yes, sir. 

Mr. Hate. As it happens, I have been on this committee for 12 years. 

Mr. Fox. So we are even. 

Mr. Hate. I am thoroughly initiated into some but by no means 
all of the mysteries in this field. 

Now, the thing that sticks out in my memory, and I am speaking 
from unverified recollection, is that in every 1 of the last 6 Con- 
gresses we have passed some legislation affecting railroad-retirement 
pensions. Is that not correct? 

Mr. Fox. I would say with possibly the exception of 1 or 2, that 
is near correct, Mr. Hale. 
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Mr. Hate. And the necessity for legislation at the present session 
arises from the fact that we passed legislation in the last Congress 
which threw the fund out of balance, so to speak, isn’t that correct ? 

Mr. Fox. Well, we had some emergency legislation adopted 2 years 
ago, but this present program was then before Congress. 

Mr. Hate. If we hadn’t legislated 2 years ago, the necessity for 
legislation today would not be so urgent, is that right ? 

Mr. Fox. No. I wouldn’t agree with that, Mr. Hale. The urgency 
has increased. Cost of living has gone up since the time of our last 
bill and I am merely calling on my recollection. I think the index, 
the cost-of-living index, has gone from about 117.3 to 123.3, or 
something of that character, reflecting about a 6-point rise in the 
index. 

Mr. Hate. If the cost of living continues to go up even moderately, 
do you envisage the fact that we have got to pass new retirement 
legislation every Congress ? 

Mr. Fox. That is not improbable, Mr. Congressman. It may be 
necessary, although I don’t believe that, if we get this legislation en- 
acted, perhaps, there will be such a drastic change in our economy 
that it would necessitate legislation in the next Congress. 

Mr. Hate. I was just wondering whether there was any limiting 
factor that could be applied; whether there was any saturation point. 

Mr. Fox. Well, as long as there continues to be the human misery 
that results from this rising economy, then I am sure we must look to 
Congress for relief. 

Mr. Hate. The trouble is that you can get only so much money 
unless you keep raising the tax rate all the time. 

Mr. Fox. Well, of course, we raised our economy level pretty high 
in the last decade, and I presume we will continue to improve our 
productivity in every branch of our economy and, thus, we will make 
it possible for those who are retired to share in some of that improved 
productivity. 

Mr. Hate. If the railway industry were an expanding, extremely 
prosperous industry, I wouldn’t have any of the apprehensions that 
I feel today. 

Mr. Fox. Well, I have no apprehensions about the railroad indus- 
try, Congressman. I think the railroad industry, with the assistance 
that they have got from Congress plus the new look on the part of 
management—there is a great field in this country for expansion, and 
I think the railroad industry will continue to expand as this country 
expands. I would be in asad state of mind if I were to consider that 
the railroad industry was a dying industry. I recall too vividly the 
part that the railroad industry played in the last World War. 

Mr. Hate. Well, I wouldn’t say it was a dying industry, but I 
would say that, relatively, it was a shrinking industry. 

Mr. Fox. Well, as I said, I have been in the railroad industry for 
over 30 years. The plea that the railroads have made here and in 
other forums is no different than it was 30 years ago. I find the 
railroads saying the same thing today as they did 30 years ago, when 
we were asking for a pitiable 5-cent-an-hour increase or some other 
increase in the wages, and so forth. I find that every time we have 
come to Congress, and it was necessitated that we had to go to Congress 
to get railroad retirement and unemployment legislation, the railroads 
invariably opposed it on the basis of inability to pay. But, some- 
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how or other, they have managed to survive, and I think they will 
continue to survive. 

I might say, Congressman, if I may be permitted, that we have 
had many subjects brought into these hearings that I was not in a 
position to prepare mpentt for, coming here on short notice. I found 
the railroads made a strong plea for the wages and the projection for 
the wage increase that is pending November 1 of this year, which was 
past of the agreement that the unions made. I also found that they 

rought into these proceedings the same story as we heard when they 
were seeking the transportation relief with regard to antiquated rules, 
Now, I believe it would only be proper for me to make a short state- 
ment with respect to that. 

When these unions—and I happen to be one of those that repre- 
sent a nonoperating union, serving as vice chairman of our commit- 
tee—we asked the railroads for an out-and-out wage increase, as did 
the operating brotherhoods. The railroads, on the other hand, coun- 
tered by suggesting to us that we ought to look at the future, and they 
suggested a moratorium, a moratorium on wages and rules, and I 
might say that we reluctantly agreed with them. We had either to 
make that type of an agreement or try our case before an emergency 
board. 

Now, I found that, in the press and in the public forum and before 
this committee, the railroads continue to complain about these anti- 
quated rules, and also to complain about the agreement that they made 
with us, primarily at their suggestion. 

Mr. Hane. I don’t quite follow what you mean by antiquated rules. 

Mr. Fox. That is what they have been telling us. They have been 
telling us about these rules, so-called featherbedding, and things of 
that character, and they have been saying if they could get some re- 
lief—they have said it here—if they could get some relief, that their 
situation would not be as bad. And I thought you should know, Con- 
gressman, and the rest of your colleagues, that the reason there are 
no negotiations going on on rule changes is because that is the way 
the railroads want it. 

I might conclude my statement, Congressmen, by saying that, as I 
did yesterday, we have 700,000 people looking to Congress to give them 
some relief on retirement benefits, men, women, and children, many of 
them orphans, and I am sure this Congress will, in its wisdom, recog- 
nize the justification in our request. I am not unmindful that we have 
in the last year and a half lost approximately 200,000 railroad jobs. 
Many of the men I know, personally. Many of these men went to work 
in the railroads the same time I did, with 30 or more years’ service, 
have no jobs today, too old to get a job elsewhere and too young to 
retire, and pretty soon a great many of them will be running out of 
benefits. They will have no income whatsoever. 

I am constantly reminded of the fact that the railroads are saying 
to those now employed, if Congress should pass this legislation, we 
will lay more of you off. To me, that kind of a threat is irresponsible. 

Thank you. 

Mr. Hae. Let me say to the gentleman that, as far as this committee 
is concerned, it is very much in favor of American railways and it is 
very much in favor of everybody who works for them or ha worked 
for them. Unfortunately, sometimes situations arise which neither 
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this committee nor the Congress can fully control, where sometimes 
we find ourselves in an unpleasant dilemma. 

The Cuatrman. Mr. Younger, you had another question ? 

Mr. Youncer. Well, yes. 

Do I understand what you are proposing is that the benefits start 
now and the tax next July ? 

Mr. Fox. That is correct, Congressman. 

Mr. Younger. Do I understand that the fund is running now 
$170 million a year asan actuarial deficit ? 

Mr. Fox. Yes. That is from the railroad retirement. I think that 
is the figure. 

Mr. Youncer. And this would create a greater deficit between now 
and next July; is that correct ? 

Mr. Fox. Yes, but I don’t think anything would create any emer- 
gency situation, Congressman. 

Mr. Youncer. But the deficit would be greater. 

Mr. Fox. The deficit would be there but, over a period of time, that 
would be overcome. 

The Cuarrman. Mr. Jarman? 

Mr. Jarman. Mr. Fox, I had one question I would like clarified in 
my own mind. Last year, when we held hearings on this general 
subject, my understanding was that the position of representatives 
of railway employees was that you did not want 4353 passed unless 
the tax legislation in the Ways and Means Committee was also passed. 
That the tax legislation was a precedent to the passage of this legisla- 
tion by this committee. Am I not correct ? 

Mr. Fox. Actually, our policy on that was a matter that we did not 
reach a firm position on. 

Mr. JARMAN. Well, then, let us get down to the situation as it is at 
the present time. Of eourse, we all know that a tax bill has cleared the 
Ways and Means Committee and is in the Rules Committee at the pres- 
ent time. Assuming the tax legislation does not pass the Congress and 
become law, what then is your position on 4353 ? 

Mr. Fox. We want this legislation as we suggested in my testi- 
mony yesterday, based on the letter we gave to Chairman Harris. 

Mr. JArMAN. Irrespective of what is done on the tax measure ? 

Mr. Fox. That is correct. We would like to have both and we hope 
that Congress will give us both. But this is much-needed legislation. 

Mr. Jarman. We have no reason to anticipate that the bill now in the 
Rules Committee will not receive favorable consideration, but I did 
want to have your statement in the record. 

Mr. Fox. Thank you. 

Mr. Jarman. Let me ask for another comment. Generally are the 
figures set out in Mr. Loomis’ statement the net income for the first 
5 months of 1957 and then of 1958 acceptable to you? Do you have 
any quarrel with the figures ? 

Mr. Fox. I would have to say this, that I haven’t—I would ask Mr. 
Homer to answer that question because I haven’t had a chance to ana- 
lyze them, Mr. Congressman. 

Mr. Homer. I might say in the past I found the railroads always 
report the figures correctly as they report them to the Interstate Com- 
merce Commission. I haven’t made a critical check of this list of 
carriers and the deficits shown. I would like to say, though, that they 
show a greater number of carriers with deficits than they are report- 
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ing as such to the Interstate Commerce Commission. I checked this 
rather carefully. 

Mr. Jarman. A greater number for the period of time indicated ? 

Mr. Homer. Yes, for this period. I checked for the first 5 months 
with Mr. Burns of the Interstate Commerce Commission, Bureau of 
Statistics. He gave me a figure I believe of 32 carriers—I have that 
some place in the original statement—whereas the carriers show 42. 
There was a difference of about 8 or 10 carriers, as I recall, those show- 
ing deficits. 

Now, I haven’t been able to make a critical check carrier by car- 
rier. The situation, of course, is this. They get themselves reports 
from the individual carriers before they are available to the general 
public or to the railway labor groups at the Interstate Commerce 
Commission. Aside from that I have no basis whatsoever for change, 
for agreeing or disagreeing. 

Mr. Jarman. Well, we are all concerned, this committee and you 
gentlemen representing railway employees, and railway management. 
Everyone is concerned about the welfare of the railroads over the 
country. These figures certainly point up the serious plight of the 
railroads. As you indicate, 42 are shown as having deficit earning 
in this statement of Mr. Loomis. 

Taking that as a basis, 16 of those are shown as having deficits in 
excess of $1 million for the 5-month period. 

Two of the great railroads of the country, the New York Central, 
$24.5 million; the Pennsylvania, $24,264,000. 

Mr. Fox, what do you foresee for the future with railroads that are 
fighting a deficit picture of that sort ? 

Mr. Fox. Well, of course, that isn’t a very healthy picture to face, 
but I foresee what some of the programs are that some of these rail- 
roads have. For instance, take the New York Central. It is the road 
I happen to come from. Right now they have a program where they 
have the most modern yards. They are building new yards. They 
have kept their equipment in fairly good shape despite all this trouble. 
Their bad-order cars were only around 4 percent several months ago. 
They have jumped up a little bit, primarily because of the cutbacks in 
the forces. But I think the management of the New York Central 
themselves have a pretty good optimistic view for the future. I notice 
that that is being reflected in the stock market. So I would say that an 
organization such as the New York Central, or the Pennsylvania, that 
this temporary thing when it passes, as Mr. Homer testified, with the 
building industry boom, with the knowledge that the increase in steel 
may bring about a sharp increase in demand for various products, I 
think before the snow flies that we will have some change in our present 
situation. And I think they are looking way down below. 

Passenger business? Well, that is something where I think there 
could be a lot more ingenuity used to attract people to the railroads 
than is being used at the present time. I find in the West, the railroads 
in the West do a splendid job of attracting people to ride the railroads, 
whereas in other section of the country, particularly the East, there 
seems to be a tendency to not want people to ride. 

Mr. Jarman. Just taking the figures that we have before us in this 
hearing, for the 5-month period in 1957, the Pennsylvania Railroad 
showed a net income a little in excess of $11 million. The contrast, of 
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course, to that is evident in the figures today for the first 5 months of 
1958 where they show a deficit figure of $24,264,000. 

Do you think that that deficit picture applicable to so many of the 
railroads over the country should have a bearing on the decision that 
this committee will make on the legislation before us? 

Mr. Fox. I think you have got to isolate the situation on the Penn- 
sylvania as not being typical of the industry. 

Mr. Jarman. Well, let us take New York Central, then. 

Mr. Fox. I think you could put those two together. 

Mr. Jarman. Well, I could move over this list. 

Mr. Fox. Why don’t we take the Santa Fe or one of those nice runs? 

Mr. Anperson. Take Union Pacific or Santa Fe. 

Mr. Avery. That is from a better part of the country. That is very 
simple. 

Mr. JARMAN. Well, in a number of the 42 shown in the deficit col- 
umn, of course, there was a plus income shown for the comparable 

eriod the year before. Do you think that that should or should not 
be in the consideration of this committee in trying to decide on 
whether this is the opportune time to go ahead with the legislation 
that is before us? How much of a factor do you think it is? 

Mr. Fox. I think in response to your question that the Congress 
should go ahead. I think this will help consider ably. We have many 
people who were employed on the Pennsylvania Railroad who are 
rapidly running out of their unemployment benefits. Some have 
already exhausted that. If this help was given in some of the com- 
munities in which the Pennsylvania, particularly places like Altoona, 
where there is a desperate need for this type of help, it would certainly 
improve the economic situation in those communities. I think that 

Mr. JARMAN. Let me rephrase my question. 

Mr. Fox. Now, the orectll cost to the Pennsylvania is deferred, their 
portion is deferred, as we have suggested, until next year, and by then 
this swing should come, if it is going to come at all. 

Mr. JARMAN. Well, let me put it this way. Just as a hypothesis, 
if you were sitting on this committee trying to decide yourself as to 
the wisdom of the legislation before us, would you give serious con- 
sideration to a deficit-income status of the 40 or 42 railroads in reaching 
a decision as to whether this is the opportune time for this legislation ? 

Mr. Fox. I say, gentlemen, that we have an obligation that goes be- 
yas just cold statistics. I think we have the obligation of many 
1uman situations that if something isn’t done, this misery will be 
increased. And I would say that if I were sitting where you are, I 
would certainly adopt this legislation. 

Mr. Jarman. If this same economic trend continues, can you foresee 
that in the not-too-distant future, the United States Government is 
going to have to come in and take an active financial part in the 
operation of the railroads of the country? 

Mr. Fox. Well, if we got to that horrible situation, yes, that would 
have to be done. 

Mr. Jarman. If this trend continues, is that not a real possibility ? 

Mr. Fox. If this trend continued to that point where the railroad 
industry would not be able to operate, then that would be a necessity, 
and I certainly would hope that the United States Government wou d 
rescue the industry in the interests of national defense. 
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Mr. Jarman. You recognize, do you not, that this is a terribly dan- 
yerous trend financially in the overall railroad picture of the country. 

mean, the deficit picture that we have. 

Mr. Fox. I think with the assistance that Congress has given, that 
danger has passed. I think that danger has passed. I don’t see that 
danger continuing. 

Mr. Jarman. You think the legislation we have recently passed will 
correct all that ? 

Mr. Fox. I think it will assist a great deal. 

Mr. Anverson. Mr. Jarman, may I comment on that for just a sec- 
ond, please ? 

Mr. JARMAN. Yes. 

Mr. Anperson. You might be interested in going back and checking 
the situation in the industry at the time this law was first enacted. 
You will find that a number of railroads were actually in bankruptcy 
at the time this law was enacted, and as a matter of fact, the history 
of the industry indicates that it is a very rare situation when all 
of the roads are out of bankruptcy such as they arenow. Bankruptcy 
is nothing new to the American railroads. 

Mr. Fox. We are not, I might add, looking—we are part of the 
industry. Most of us, all of us have grown up in the industry. We 
want it to survive and we will do our darnedest to make it survive, 
but we certainly cannot overlook our obligations to those who have 
served the industry and those who have been temporarily discarded. 

Mr. Jarman. Well, of course, I can understand that, and in our 
position on this side of the table we of necessity try to evaluate it in 
terms of the overall picture and the equities on both sides. 

Thank you very much. 

Thank you, Mr. Chairman. 

The Crarrman. Mr. Rhodes? 

Mr. Ruopes. No questions. 

The CuarrmMan. Mr. Flynt? 

Mr. Fiynt. I don’t think so, Mr. Chairman. 

The Cuarrman. Mr. Avery, do you have anything further ? 

Mr. Avery. Mr. Fox, you made some reference to friends of yours 
who had started to work for the New York Central when you did, 
with as many as 30 years of service, and are now being evicted from 
their employment. 

Mr. Fox. That is correct. 

Mr. Avery. Just how does that come about? I thought the rule of 
seniority—as I understand the railroad brotherhood contracts take 
care of a situation like that. 

Mr. Fox. No. In the particular group that I happen to come from, 
the shop craft group, the seniority only goes to the place you orig- 
inated. Your seniority district is confined to the shop in which you 
worked, or the particular yard or whatever it happened to be. It is 
unlike the operating brotherhoods who have a division seniority. We 
are confined to what we call point seniority, and over the period since 
dieselization and changes, we have many people where shops have 
been shut down completely who are no longer employed. There are 
not enough jobs. Roundhouses and that are dried up. There are no 
longer any jobs and thus they find themselves with 30 years of service 
without having a job. 
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Mr. Avery. Well, then, if I could paraphrase what you are saying, 
the former employees with a considerable amount of seniority have 
lost their jobs, their economic security, largely because of mechaniza- 
tion or some other development in the industry rather than the eco- 
nomic situation. 

Mr. Fox. No. Many of them hung on because of their seniority 
through that period of transition until this now recessed period. Asa 
result of that, as the result of that period, where there is a further 
curtailment in maintenance, as has been reflected in the carriers’ own 
statements here, these fellows have been laid off. They will be re- 
called some time in the future, we hope. 

The statement was made sehneinda by Mr. Homer that they had 
called back 2,000. That was kind of a wishful thought on his part. 
It was corrected this morning by Mr. Loomis. We hope in the near 
future there will be 2,000 called back. Like the New York Central, 
like the Pennsylvania, they need all the people they can get to get 
their equipment in shape. 

Mr. Avery. Then let me comment further, then. The person with 
80 years of service would be, shall we say, something like a boiler- 
maker, who lost his seniority and started over again ? 

Mr. Fox. I can give you electricians, 

Mr. Avery. All right. Unless he has lost his seniority and started 
over - another craft, I can’t see how a man with 30 years can be sep- 
arated. 

Mr. Fox. We have many different types, such ascarmen. The shop 
is closed down. He has no seniority to go any place else unless we can 
find a place to start him. You have got that prevalent throughout 
the country, not many with 30 years but certainly a lot with 20 years. 

Mr. Avery. All right. Now, just one question to you, Mr. Homer. 

Mr. Fox. As a matter of fact, I know one fellow with 35 years serv- 
i He started his apprenticeship when he was 17. He hasn’t got a 
job. 

Mr. Avery. Mr. Homer, I believe in the last colloquy you and I had 
we were agreed that your appraisal of the industry cost of this new 
legislation would be $113 aoe a year. 

Mr. Homer. I’msorry. I didn’t hear all of that. 

Mr. Avery. The last time you and I were discussing the increased 
cost of the provisions of this bill, it was your opinion that the increased 
cost to the industry would be $113 million a year. Is that correct? 

Mr. Homer. Yes. That is over the amount that they paid last year. 

_ Mr. Avery. Increased cost. That was the way I phrased my ques- 
tion. 

Mr. Homer. Yes. 

Mr. Avery. Now, the point I didn’t get exactly clear in my mind, 
was that the overall cost to the entire industry or just class I railroads? 

Mr. Homer. No; that was for class I railways. That is my whole 
frame of reference statistically. 

Mr. Avery. And you haven’t projected that figure to what your 
estimate might be to cover the related activity in Railway Express 
or short lines or any other category that obviously would be covered 
by this legislation, would they not ? 

Mr. Homer. I think it might increase it by about 10 percent. 

Mr. Fox. Not as much as that. 
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Mr. Homer. I am taking into consideration the express companies, 
the Pullman Co., the short lines, the switching and terminal companies, 
and even these organizations who are also covered by the act and 
who, presumably, would be in a total base figure that Mr. Loomis 
would use. 

Mr. Avery. In your opinion, then, the increased cost to the in- 
dustry of this legislation would be $113 million plus 10 percent. 

Mr. Homer. I would say about 10 percent. That is just a stab, 
but it is based on my general knowledge of the proportion of the 
industry, the whole industry, represented in compensation by this 
class I group. 

Mr. Avery. Thank you. 

That is all, Mr. Chairman. 

The Cuarmman. Mr. Wolverton, do you have any questions ? 

Mr. Wotverton. No. 

The Cuatrman. Mr. Fox, you were philosophizing a moment ago. 

Mr. Fox. Thank you. 

The Cuatrman. What would be your comment with reference to 
what I think is an unusual situation in railroad employment and in 
retired employees? We have the situation today with about 825,000, 
I believe it was said, employees as of June who are contributing to 
this account, and we have about 725,000 people who are drawing 
on the fund. 

Now, where are we headed in a situation like this, where we are 
getting more and more people who are depending upon the fund 
and less and less numbers who are contributing to the fund? 

Mr. Fox. I think, when we take the figure of 824,000, that is in 
a very restricted period when employment is down. It is lower now 
than it was even during the depression. I can’t conceive that that 
can continue for any definite period of time. And I would say that 
I don’t view with alarm the fact that there are 700,000 people. Those 
are not all annuitives, as you understand, Mr. Chairman. Those are 
people who presently are drawing benefits under the railroad retire- 
ment system. Many of that includes families, not individuals. I 
don’t view that with alarm. I think that the future will take care of 
itself. I think that, actuarially, we are just about what we have 
discussed here, but I think, when we get back to normalcy, which I 
can see within the next 9 months, that we should be, with all the 
predictions that are being made, that we should be well on our way, 
that this fear that we now have will be behind us. In the mean- 
time, I cannot conceive how we should continue this situation when 
we should correct it. 

The Cratrman. Yes. I know that, but there was a time when you 
had 2 million employees on the railroad system, and I remember the 
time when it was less and less and, finally, employment dropped to 
1 million. 

Mr. Fox. Well, I 

The CoHarrman. Now 824,000. 

Mr. Fox. I don’t want to be facetious, Mr. Chairman, on that 2 mil- 
lion. That 2 million we had back in those days; that was back in 
1921, and we had about 16,300 officials. We are down to 820,000, and 
we still have got 16,500 or 16,700 officials. So that they haven’t 
changed much on that side. So I don’t view with alarm the drop. 
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The Cuatrman. Well, I don’t propose to know anything about pro- 
jecting theeconomy. Iam not an expert. 

Mr. Fox. Neither am I. 

The Cuarrman. I am not an expert in the economic field at all, and 
I know very little about the actuarial problems and technicalities. But 
T think I can see, just as an ordinary individual, if the trend keeps go- 
ing as it has and we have more and more people who are drawing on 
the fund and less and less contributing to it, what eventually will be 
the result. Now, I can see that, with my limited experience in this 
field. And it seems to me that you and I and everybody else had better 
start: watching it with a little more alarm. Now, if you are right, it is 
going to get better, then I am very pleased. 

Mr. Fox. Well, we are constantly watching. 

The Cnarrman. I think we had better see about what happens a year 
from now and 5 years from now; see whether you are right or not. 

Mr. Fox. I think you are right, Congressman. 

The Cuatrman. All we can do, in my opinion, is to judge the future 
by the past. 

Mr. Fox. I think you are right. We should constantly keep looking 
at it, and that is what we have been doing. We came to Congress 
3 years ago with this program. We have modified it, as you know 
now. We think it was justifiable in its full context, and we feel that, 
with the reduced program that we have suggested, we can meet the 
present bad situation very effectively. 

The Cuarrman. Mr. Carrigg, do you have any questions ? 

Mr. Carriaa. No questions. 

The CuHarrman. Well, again on behalf of the committee, let me 
thank you very much. And we will get you off the witness stand 
before somebody else comes in. 

Mr. Fox. Thank you, Mr. Chairman. 

The CuatrmMan. With the thanks of the committee to all of those 
who have participated, we will adjourn. 

(The following telegram was submitted for the record :) 


Avueusta, Ga., July 30, 1958. 
Hon. PAaut Brown, 


House Office Building, Washington, D. C.: 
The 37 active members of this local, Division No. 717, Brotherhood of Locomo- 


tive Engineers, requests you to support H. R. 4853 and H. R. 4354. We believe 
our retirement funds depend on this legislation. 


E. O. DRExEL, 
State Legislative Representative. 


(Whereupon, at 3 p. m., the hearing was adjourned. ) 
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